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Lowest Priced in Its Field! This big, beautiful Bel Air lists for less 
than any comparable model in its field. (Continuation of standard 
equipment and trim illustrated is dependent on availability of material.) 


How Chevrolet brings you smoother, safer stops! 





BIGGEST BRAKES in Chevrolet's Field. BONDED BRAKE LINING. No rivets 
A full 11” in diameter to give you to waste lining or score brake 
greater stopping power. Self- drums! Linings are bonded to the 
energizing design uses car's own brake shoes 
motion to increase braking action. miles of safer stops. 


Here’s one ‘“‘stop’’ you should make for sure... 


Drop in on your Chevrolet dealer 
and look over the Fisher Body beau- 
ties in his showroom. Decide what 
body styles, what colors and color 
combinations please you most. Ask 
him to demonstrate some of the 
wonderful new improvements like 
Centerpoise Power that “‘screens out’’ 


engine vibration, Quick-Reflex shock 
absorber action, new E-Z-Eye Glass 
that “filters out” glare (optional at 
extra cost). And keep in mind that 
Chevrolet is the lowest-priced line in 
the low-price field! Chevrolet Divi- 
sion of General Motors, Detroit 2, 
Michigan. 





* * 
POWER ZLae* ends hand" SMOOTHER RIDE Means Smooth 
on stops. It's the only automatic Braking. New shock absorber action 
transmission with an overrun cou- combines with balanced weight 
or extra thousands of pling for engine braking during distribution and Knee-Actioo 


deceleration in “Drive” position. suspension to check skidding. 


*POWERGLIDE automatic transmis 
teamed with extra-powerful valve-in- 
engine, optional on De Luxe models # 
extra cost. 


The Onby Fine Catt 
PRICED So Low! 





MORE PEOPLE BUY CHEVROLETS 
THAN ANY OTHER CAR! 
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| Air and compare 


ae as Fores’ tobacco editor 
waded through the field research 
for the story on American Tobacco 
(page 16), he felt something else 
had to be added. The deeper he 
got into Big Tobacco, the more 
comparisons he had to make with 
Almost-as-Big Tobacco, i.e., the R. J. 
Reynolds Tobacco Company. To- 
gether, the two companies control 
some 59% of the cigaret market— 
32% and 27%, respectively. Both 
are solid “income stocks”; both turn 
over the same commodity, bought in 
the same open auctions at the same 
parity-pegged price; and both have 
achieved cigaret supremacy with the 
40-year surge of the Burley cigaret. 
Yet in other respects the two are 
as different as a 
corncob pipe and 
an imported meers- 
chaum. 

The question 
which bothered our 
editor, and which 
probably occurs to 
most Forses read- 
ers, is: Which is the 
corncob and which 
the meerschaum? 
Neither Forses nor 
any other publica- 
tion does cover stories on the cig- 
aret makers very often. The busi- 
ness is a complex and competitive 
one, and there is very little about it 
—product, processes, sales or costs— 
that gasper executives don’t consider 
top secret. So if this publication 
were to give one cigaret outfit the 
full treatment and let it go at that, 
our readers might draw either of 
two incorrect inferences: (1) the 
company we chose is the only one 
we know anything about, or (2) 
the company we chose is the one 
which rates our editorial attention. 
The solution, clearly, was to do 
stories on both. 

Accordingly, the rather lengthy 
analysis of American Tobacco in 
this issue will be followed on No- 
vember 1 with a similar rundown on 
Reynolds. And even so, it has not 
been possible to write either story 
without many references to the con- 
trasts mentioned above. The growth 
rate of Lucky Strike and its twin 
running mates, Pall Mall and Her- 
bert Tareyton, can hardly be evalu- 
ated without reference to that of 
Camel. The cost breakdown of 
American’s three brands - (see box, 





page 23) does not take on full mean- 
ing until a similar analysis is made 
for Camel, Reynolds’ great profit 
puffer (the two are put side by side 
in next issue’s box, “Camel’s Profit 
Mile”). And since national advertis- 
ing media have been the battle- 
ground over the years for the two 
great rivals, neither’s campaigns can 
be accurately described without 
some mention of the other's. The 
same is true for policies on price, 
sales organization, manufacturing 
setup, and even personnel. 

So for the first time since War II, 
Forbes devotes two successive cover 
stories to corporations in the same 
industry. At no point in either piece 
does Forses indicate that one or 
the other is the more 
suitable for widow, 
orphan, or any other 
investor. Rather, we 
attempt to draw 
sharply - etched, 
black-and-white pic- 
tures of each — em- 
bodying all the facts 
we can unearth, an- 
swering most of the 
questions an inves- 
tor would be likely 
to ask, and sparing 
neither the black nor the white in 
the process. 

The editors of Fores are particu- 
larly glad of the chance to dissect 
American Tobacco, because that 
$735 million corporation is typical 
of many other blue chips whose gen- 
eral orientation is undergoing a 
subtle sea-change. Until George Hill 
died in 1946, American Tobacco’s 
only voice was the rather raucous 
croak of its commercials. After six 
years, many of the policies and most 
of the management are still Hill leg- 
acies: but Big Tobacco has turned 
over at least one new leaf (no pun 
intended). Where Hill begrudged 
the time devoted to annual meet- 
ings, Paul Hahn meets his owners 
more than halfway. Where Hill 
stoutly maintained his “none-of-your- 
business” attitude toward press and 
public, the managements succeeding 
him have re-engaged PR counsel 
(which Hill once petulantly sacked) 
and half-opened their corporate door 
to outsiders. The fact that ForsEs 
could walk in to do an inside piece is 
proof enough of the transformation. 














. TWO-LINE 
EDITORIALS 





Of all political spouters, Harry Truman 
is giving the most condemnable per- 
formances. 


And, since he is President of the United 
States, this is inexpressibly deplorable. 
So sweliheaded has he become that 
doubtless he will not listen to any 
“stop” whistle. 

His inexcusable tirades against Eisen- 
hower can only produce Republican 
votes. 


All the hypocritical fund charges 
pinned nix on Nixon. 


But how about Stevenson’s money-rais- 
ing—money-gouging—tactics? 


How Ike met taxation on his book 
profits had official governmental ap- 
proval. 


Can any blame, therefore, be fastened 
on him? 


Depression doesn't seem imminent no 
matter who wins. 


But lean years will by-and-by assuredly 
come. 


Expect intensified retail and other com- 
petition. 


Profit margins will be pared. 


Tapering off of defense spending should 
not precipitate serious economic erup- 
tions. 

The sour harvest of our Socialistic New 
Deal-Fair (?) Deal will inevitably be 
reaped later. 


Caution all round should be our watch- 
word. 


Let us sweat to lay up nest-eggs. 


Communism has been pruned at least 
here and there. 


The Kremlin is hardly likely to unleash 
World War III just yet. 


Russia has enough worries internally. 


Becomes clearer every day that A- 
bombs will not play a secondary role 
in the next war. 


Will we prove capable of maintaining 
leadership? 


No signs yet of recession in our build- 
ing boom. But— 


How long will Peron rule the Argentine 
roost? 


lf fewer than half our qualified voters 
act on Nov. 4 it will be a calamitous 
commentary on our nation. 

—B. C. F. 








THE BUSINESS PIPELINE 





In festive-littered Atlantic. City early — 


this month Treasury Secretary John 
Snyder tried to sweep the debris of 
economic worry from the 78th annual 
meeting of the American Bankers Asso- 
ciation, trilled that business would 
boom along “for at least another year,” 
though defense spending would prob- 
ably taper off come spring. Most bank- 
ers, weary of peering as through a glass 
darkly at the future, responded grate- 
fully. Almost as gratefully as austerity- 
frazzled Britons did to scientist D. R. 
Bates. He promised an unlimited sup- 
ply of moonlight to “lovers and others” 


who pine for the silvery stuff on dark 


nights. Method: explode sodium-bear- 
ing rockets 40 miles up. 

Snyder himself exploded at strato- 
spheric EPTax, blasted its administra- 
tion as “an almost insuperable task.” 
Though he fumed “I am not enthusias- 
tic for EPT and : . . personally believe 
Congress will scrutinize that area very 
carefully before they extend it—if they 
do,” some bankers thought that Sny- 
der’s pitch, like Bates’, was so much 
synthetic moonlight. Bayed one: “in- 
flation, unbalanced budgets . . . un- 
sound monetary policies are constantly 
undermining the value of the dollar. 
. . . I am not predicting a recurrence 
of the .. . early 30s . . . but I do not 
believe everything will always be pros- 
perous without setback.” 

Bankers who went along with Sny- 
der’s prognosis apparently did so in 
W. C. Fields fashion. In one film, Fields 
blearily listened to a secretary chew 
out her one and only for having guzzled 
something the night before. Bankers, 
nigh anaesthetized by a record-popping 
business loan binge, are feeling no pain 
either. Federal Reserve reports indi- 
cate that “leading city” banks which 
account for over one-third of U.S, Jend- 
ing, by mid-September had stacked up 
a sheaf of notes totaling $21.5 billion. 
Some $281 million higher than the 
same time last year, the figure is within 
a $76 million whoop and holler of last 
years December 26 record. The loans 
have been kited by expanding plant 
everywhere. Even down on the farm 
they are busting out all over as farmers, 
stricken by last summer’s drought, ask 
the money lenders to tide them over. 

Though credit is flying, some bank- 
ers, ‘ke Oliver Twist, just want more— 
interest, that is. Grumped one: “We'd 
be suckers if we didn’t raise interest 
rates. It’s only a question of time.” 
Reason: “the demand for loans is 
greater than we can handle.” As col- 
leagues rubbed anticipatory hands, out- 
going ABA President C. Francis Cocke 
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pressed them to take a “position of 
leadership in guiding public opinion on 
fiscal and monetary policies.” 

Oil slick 

As they prepared to tear into a ray- 
aged public opinion, the latter got more 
of the old oil from another source: 
American Petroleum Institute. PR spin- 
dletops this week uncap “Oil Progress 
Week,” lushest gusher in the industry's 
annual $2.8 million communications 
flow. API first tapped grass roots six 
years ago, queried a “representative” 
10,000 people as to how they felt about 
the industry and Federal regulations, 
Some 17% of the sample thought gov- 
ernment should tighten up on the oilers, 
while another 15% favored outright gov- 
ernment ownership. Other test borings 
showed that 40% of the queried thought 
the industry is held by a few large in- 
vestors, while more than 50% tarred it 
with the “monopoly” brush. To say it 
isn't so and preach the gospel of “Your 
progress and oil progress,” API will rely 
largely on the fervor of local oil evan- 
gelists. Pounds one oil drum beater: “I 
wouldn’t have a very good audience as 
a professional publicist, but when a lo- 
cal oil man gets up to speak, his neigh- 
bors listen.” 

While oilers sweated over a clear PR 
distillate, two other distillers sweated 
out an FTC mickey finn. The compa 
nies: Distillers Corp.-Seagrams Ltd., @ 
Canadian corporation, and Schenley In- 
dustries, Inc. The charge: that each of 
the mashers had consorted with sub- 
sidiaries (DS has 21, Schenley, eight) 
“to fix prices and to hinder unduly the 
operation of their competitors. . . .” 
FTC did not bellow “collusion” be 
tween the two companies. By gover- 
ment lights, it was strictly an intra 
company affair. 


New anti-trust barb © 


Should FTC take the case, a massive 
legal hangover undoubtedly -will loom 
for other holding companies whose sub- 
sidiaries market the same product if 
competition with each other, yet fix 
prices among themselves. FTC attorney 
Lynn C. Paulsen is basing his plea oD 
a 1951 Supreme Court decision. In that 
hassle, an Indiana drug firm yelped that 
Joseph E. Seagrams & Sons, along with 
Calvert Distilling Co., had brewed up 4 
price putsch. Though the two blustered | 
they were “instrumentalities of a single 
manufacturing and merchandising firm 
. . . therefore cannot be charged wi 
conspiracy,” the Court unanimously 
gurgled that “common ownership is 20 _ 
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Heat Prover 


The Cities Service Heat Prover is graphically proving its worth to all kinds 
oi industry in the Chicago area and elsewhere throughout the country. 
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62 different companies, producing everything from steel to beef, have 
found the Heat Prover an important aid to increased production and big 
dollar economy. 


WHEREVER A FURNACE OPERATION IS INVOLVED, Heat Prover can help 
increase productivity by providing: 

1) Rapid, continuous sampling. 

8 Simultaneous reading of oxygen and combustibles. 

(3) Direct measurement of oxygen and combustibles. 

4) Easy portability. 

5] No maintenance; no re-calibration. 
REMEMBER: Heat Prover is not an instrument you buy but a service we supply. 


Contact the Cities Service office in your area and learn how Heat Prover can 


serve yOu... OF write CITIES SERVICE OIL COMPANY, Dept. J-6, Sixty Wall Tower, 
New York City 5. 
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FROM THE TOP STEEL PRODUCER ... 
TO A LEADING CHEMICAL HOUSE, 
A YEAST COMPANY 


AND A MEAT PACKER ... 


SERVES OZ DIFFERENT GOMPANIES 
IN THE GREAT CHICAGO INDUSTRIAL AREA! 


CITIES 


SERVICE 


QUALITY PETROLEUM PRODUCTS 











M0 you dont!” 


® Artie came in with the package, 
and wanted $1.92 postage for parcel 
post. And was Mamie mad! 


© “No you don’t! And leave me 
without enough stamps to send out the 
afternoon mail? Take your package 

to the postoffice.” 


® Artie said he was too busy. Mamie 
said ditto. They used to fight it out... 
until we got the DM. 


@ The DM is a desk-model postage meter 
that prints postage, any kind of stamp 
needed for any kind of mail, right on the 
envelope. Prints a dated postmark with 
the stamp, and a small ad, if you like. Has 
a moistener, too, for sealing envelope flaps. 
You can learn to use it in a few minutes. 
®@ The DM can be set for as much postage 
as you want to buy... always protected 
from loss, damage, theft... automatically 
accounted for on visible registers. 
@ A big convenience in any office, saves 
time and postage in most. Other models 
for larger mailers. Call the nearest 
Pitney-Bowes office, for a demonstration. 
Or send the coupon. 
FREE: Handy wall chart of new Postal Rates 
jor all classes of mail, complete with 


Sue, Changes, and parcel post zone map 
4 @ for any locality. 


PITNEY- BOWES 
Postage 
Meter 


Offices in 93 cities 
in U.S. and Canada 


PrtNEY-BoweEs, INc V@IC 


1731 Paciric St., STAMFORD, CONN. 


Please send free T] booklet, [ wall chart to: 
Name. 





Firm 
Address. 











defense against conspiracy charges.” 
While FTC tried to bottle him up, Gen- 


eral Frank R. Schwengel, Seagrarhs’ 


topkick popped off, howled that he was 
“completely at a loss to understand why 
the statement had been filed.” 


Hound’s tax 


While Schwengle snapped and snarled 
at the government agency, Lassie, a 
Boston collie, could justly whine that 
Massachusetts was leading her a dog’s 
life. When Lassie’s owner died last 
year, he left behind $5,000 to pay for 
her care. “Dog or no dog,” barks Henry 
F. Long, state tax collector, “she must 
pay an inheritance tax.” In addition to 
the $369 due on her inheritance, he 
said, Lassie will also have to dig up 
taxes on any income that her remain- 
ing $4,631 draws. Non-canine taxpay- 
ers have something to growl about, too. 
Guaranty Trust Co.’s Monthly Su 
of Business for October hefts the tax 
bone thrown Federal, state and local 
governments for the fiscal year ended 
June 30, checked it in at a record $63.6 
billion, slightly more than one-fifth the 
national income. Per capita take: $412 
(vs. $336 in 50, $154 in the early years 


of War II). Federal levies chewed up 


72% of the total. 


As if to reassure all hands they still 
had something left, the Commerce De- 
partment last week bugled that the 
“average American” earned 10% more 
last year than he did in 1950. For all 
persons of 14 years or older, Commerce 
estimated a $2,200 annual income vs. 
$2,000 in °50. The joker: increased 
taxes and prices. Because of them the 
10% “does not necessarily represent a 
similar change in economic wellbeing.” 
Because “it ain’t necessarily so,” con- 
sumers chanted no\joyous “Oh my” at 
last month’s 0.8% drop in the retail food 
index. But the National Association of 
Food Chains did, though chains’ own 


CL makes for a scrawny pretax p 
margin (about 2%). Reason: the < 
made good ammunition against ex-C 
stabilizer Ellis Arnall. He had boon 
that “disastrous increases are ahe 
when fruit and vegetables were dec 
trolled last summer. 

State of ships 

Unsubsidized ship operators we 
hot and bothered last month. 

Topic: the Merchant Marine Act 
1936. The Act, chomped the Assq 
tion of American Ship Owners, di 
the shipping industry into two cam 
—a “favored” subsidized one, an ‘4 
favored” unsubsidized one. Subsidiz 
operators, growsed AASO, pass mos 
their wage chits along to the go 
ment, have given into “unreasonab 
industry-wide wage demands, set r 
subsidees’ operating costs and bala 
sheets adrift. Solution: a “practical fo 
of limited subsidy” for “unsubsidize 
operators. For them, subsidy we 
pony up the difference between Am 
ican and British crew pay scales, | 
all U.S. ships meet foreign competit 
at parity. The scheme might jazz 
still “more escalations in the wage str 
ture,” but for that AASO had still 
other solution: slap an industry-w 
ceiling on wage differentials. 

While ship operators worried abo 
paying their seamen too much, indu: 
generally is worrying about paying t 
executives too little, a ing to 
management consultant firm of Be 
Allen and Hamilton. In the pen 
1945-50, sketches Booz and compal 
average industrial workers’ pay ! 
swooshed up 49%, while corporate 
ecutives can count out only 16% me 
To preserve brass incentive and 1 
rale, says Booz, “corporations are .% 
increasingly aware of the need for café 
fully built executive compensation pie 
grams ... the necessity for attracting 
and holding good executives!” 





NEXT ISSUE: 


Yankee-Type Rebels —When the gentlemen of R. J. Reynolds Tobacco do bust- 
ness, they forget their slow Southern drawl. A companion piece to “Big Tobacco 


in this issue. 


Food Chain Lineup —Everybody knows about high prices for groceries. But does 
every investor know which food chain stocks are high priced, and which at 
bargains? For those who don’t, Forses “fractionator” will help. 


Forses, 80 Fifth Avenue, New York 11, N. Y. 


10-15 


I enclose: CF $5 for 1 year of Forses, () $10 for 3 full year 


Sel 





—— 





Zone City 


TT 








Canada $1 a year extra, Pan-American $2 a year extra, Foreign $5 @ year este 
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“Sfalionads return us 100% a year on our investment” 


— HANOVER FIRE INSURANCE COMPANY, NEW YORK, N. Y. 


"Since installing three National 'Class 31' accounting 
machines in our Home Office Accounting Department in 
1950, our personnel has handled a greatly increased 
volume of business more efficiently. In addition, 
1852-1952 these three machines bring us an estimated annual sav- 
ing of $15,000. Thus, our machines paid for themselves ina year. 


"We are so impressed with the speeding up of work, par- 
ticularly in our cashier and reinsurance departments, that we 
are now installing comparable Nationals in our Western Depart- 
ment at Chicago." 


* f he Hanover Fire Insurance Company this year celebrates its 
100th anniversary, with dividends paid each year since 1853. They 
route this record to public service plus sound business manage- 


ma PRESIDENT 
ment. Their investment in Nationals is in accord with that policy, 


HANOVER FIRE INSURANCE CO. 


THE NATIONAL CASH REGISTER COMPANY, DAYTON 9, OHIO 


Nationals soon pay for themselves out 
of what they save—then go on, year 
after year, returning a handsome profit. 
No matter how specialized your job, 
Nationals meet all accounting needs, 
often do 2/3 of the work automatically. 
Let a trained systems analyst show 
how much you can save with National’s 
exclusive combination of features. 
Phone your nearest National office. 











WALL STREET 








WHILE guesstimates on “how long will 
prosperity last” range all the way 
through ’54, some Wall Street broker- 
age firms are suffering a depression 
serious enough to challenge continu- 
ance of the present method of securities 
distribution. The problem is not difficult 
to understand. It hinges on the simple 
formula: volume of transactions times 
the commission rate equals gross in- 
come. The facts that create the problem 
are these: 

Daily volume—at least on the New 
York Stock Exchange—of close to 1,- 
700,000 shares reportedly is required 
if brokerage houses are to earn what 
they consider a fair rate of return on 
its business. Today, even the Street’s 
greatest optimists can hardly hope for a 
1,300,000-share average for the cur- 
rent year. Trading is now running about 
100,000,000 shares behind last year 
(though it is higher than the volume 
scored in either 48 or 49). Meanwhile, 
operating expenses continue to rise and 
commission rates appear frozen. 

Current rates—adopted in 1947, to 
cover rising costs up to November, 
1946—have not changed. Meanwhile, 































costs have risen 25%. NYSE Com- 
missions often cost the customer not 
more than half of one per cent of his 
purchase price, are amazingly low 
when compared with those charged in 
other lines of business, e.g., the 5% on 
real estate deals. 

If commission rates really are so low 
and do not cover current operating 
costs, why not raise them? This prop- 
osition now rests not only with the 
governors of the NYSE but also with 
specially created committees studying 
both operating. costs and the commis- 
sion rate structure. However, if these 
groups overcame the present fear that 
higher commission rates would not 
drive away business—and they haven't 
—they would still have to get SEC and 
OPS approvals in order to raise the 
ante. 

Stock Exchange members feel there 
are almost as many arguments against 
raising commission rates as there are 
against lowering them. The loudest of 
these concerns the growing volume of 
business that is transacted over-the- 
counter. Men who point up this argu- 
ment cite the gradual migration of bond 














Are You Satisfied... 


That the stocks you own are the best you can 
buy?. That their outlook—or yours—hasn’t 
changed with the years? 

Maybe ten years ago you couldn’t afford to 























take much risk with your money, so you 
bought stocks primarily for safety. But 
maybe that picture has changed. Maybe 
nowadays you're more interested in making 
capital gains. You can afford to take more 
risk—but you want stocks that have real 
opportunities for growth. In that case, the 
stocks you bought ten years ago may not be 
suitable. 

That’s why we think that every investor 
should have his holdings reviewed at least 
once a year—to check up on their prospects 
in the light of his changing investment 
objectives. 

If you'll set these facts before us, our Re- 
search Department will be happy to do that 
job for you—without charge or obligation. 
Just write to— 


Water A. Scoot, Investment Inquiries 


MERRILL LYNCH, PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 103 Cities 












issues from their original trading 
havens on Stock Exchanges to the ove a 


the-counter market. They point to the 


increasing number of block stock trans / 


actions by institutional buyers, includ 
ing mutual and pension funds, trust 
insurance companies and others tha 
are either privately negotiated or moved 
over-the-counter in an effort to get a 
slightly better price and get the dea 
consummated in less time. That new 
listings and stock splits have added 
more and lower-priced issues to ex- 
change boards does not help the com- 
mission problem either. | 

Those favoring higher rates base a 
strong portion of their argument on the 
loading charges made by mutual funds. 
The public, say they, can be sold if 
there is proper incentive to sell. 

It is pointed out that another source 
for added income remains for broker- 
age firms if they decide to apply for 
it. This is the matter of service charges. 
One recent proposal would have cor- 
porations share in the expense of sell- 
ing rights when they seek to raise new 
capital funds. As things stand now, all 
transfers of debentures, rights and war- 
rants cost a client practically nothing, 
and the corporation in whose interests 
these transactions are made pays 
nothing. One investment counsellor re- 
ports that during the past year he has 
had to handle ninety accounting trans- 
actions for a well invested client who 
has not changed his portfolio, with the 
result that this client has netted him 
no revenue. 


Taxes, Taxes, Taxes 

Others on Wall Street take a different 
tack when discussing their profit plight. 
Contends Walter Maynard, president of 
the Association of Stock Exchange 
Firms: “The government would get 
more money if the [capital gains] tax 
rate were lower and the holding period 
shorter.” And Wall Street would get 
more business. Also: “Individual it- 
come taxes should be lowered by 50% 
lest a successful man lose his incentive. 
This might even add to the gover 
ment’s revenues,” he ventured, pointing 
out that that is what happened in 1922 
and 1923. 

The much-discussed elimination of 
EPT has died down. Several econo 
mists just can’t seem to see its end next 
June and Wall Streeters evidently are 
going along on that gloomy assumption. 


Pro & Con 

The one element never absent 0” 
Wall Street is controversy. One topi¢ 
of dialectic is whether poor earnings 
statements certain to come later this 
month will cause the market to slide 


pricewise or whether these already have | 
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The Mark of the Most Advanced Television Set ever built... 


The New 1953 PHILCO 
with Golden Grid ‘Tuner 


Philco celebrates 60 years of industrial progress by 


bringing to the public television’s first HIGH 


FIDELITY PICTURE REPRODUCTION, with 
the development of the revolutionary TV90 
chassis and GOLDEN GRID TUNER. 


This latest achievement from the world’s largest 
research laboratories devoted exclusively to home 
television receivers introduces utterly new electronic 
principles that raise significantly industry standards 
for reception-power, sensitivity, freedom from noise 
and interference, picture stability and contrast. So 
advanced, it brings clear, steady and enjoyable tele- 
Vision to vast new areas for the first time. 


In still other major contributions to the art of 
television science, Philco engineers have developed 
the first Directional and Electronic built-in aerial 
for both UHF and VHF, and the PHILCO All- 
Channel UHF Tuner, by far the most advanced in 
the industry, that will bring superior 
reception from every signal that will 
reach any locality. 










Just Like a Boost in 
Station Power! 





With quality its policy, and leadership a tradition, 
Philco continues to broaden the horizons of 
electronic research to bring the highest 
quality, the most advanced products to 
the public and industry. 


Television - Radio + Room Air Conditioners + Electric Range + Freezers - Industrial Products 
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THE City oF Los ANGELES offers you a wide choice of 
prime sites for the location of your industry in built-up 
metropolitan areas, suburban districts, or wide open 
spaces. Within the city limits you will enjoy the benefits 
of a well-organized community including electricity at 
the lowest industrial rates of any major UV. S. city, and 
an abundant water supply from three dependable sources. 

Call or write the Department of Water and Power’s 
Industrial Development Engineers first for factual infor- 
mation on facilities, rates and cost comparisons. Based 
on your specific needs, we will prepare a special analysis 
of availabilities and costs within Los Angeles to meet 
your exact requirements. All inquiries are confidential. 


Ask for “F.0.B. LOS ANGELES? facts booklet for business and industry 


LOS ANGELES DEPARTMENT OF WATER & POWER 


Industrial Development Section B 
BOX 3669 * TERMINAL ANNEX « LOS ANGELES 54 
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prime location 
for your industry — 





been discounted. It is certain from wire 
inquiries that smaller investors are 
anxious to switch from marginal com- 
panies to the more stable industry 
leaders or to move into the more specu- 
lative areas of television, air condition. 
ing and such, . . . Controversy centers 
around the outcome of the Presidential 
election and its effect on the market. 
Harris Upham & Company's R 
Rotnem (“mentor” spelled backwards) 
has figures which might give some clue 
to the future. He reminds us that since 
1900 we have held thirteen Presiden- 
tial elections. In nine of those years, he 
reports, the market advanced to show 
en average gain of- 9%. In the four elec. 
tion years when a decline developed 
the mean loss was only 3.6%. Average 
change during all thirteen years: a gain 
of 5.2%. He concedes the market pre 
fers a Republican victory: in three of 
the four decline years a Democrat was 
elected, while in the fourth, 1920, there 
was a severe depression in progress and 
the economic forces were stronger than 
the political. . .. Controversy rages over — 
whether stock exchange trading hours 
have really been stabilized by the 3:30 
close, the first change in the Exchange's 
schedule since 1873. Same on the 
Street hint that the day may not be too 
far off when hours will be further ex- 
tended to better serve Midwest and 
West Coast clients, though the need 
for this, based on current volume, has 
not exactly shown up. .. . Whence 
emanated the 100,000 shares of 
Amerada that Phelps Dodge recently 
acquired? Some link the deal with the 
name of the British Lord Cowdry, 
founder of Amerada, builder of rail- 
roads in Mexico and Canada. Back in 
1939-40, the British government pur 
chased all foreign security holdings 
from its nationals, gave them British 
War Bonds instead. This money the 
British government used as collateral on 
American Lend-Lease loans. Thus it is 
possible that the stock was originally 
Lord Cowdry’s but appears on the 
record as belonging to the British 
government. Chances are even the 
Cowdry family couldn’t answer this 
one. Corey & Co., who reportedly hold 
16.9% of the outstanding Amerada, are 
also nominees for the British govern 
ment, so that the 100,000 shares might 
well have come from those holdings. 
Total British interests in Amerada are 
estimated at about 750,000 shares, com- 
pared with American and Canadiad 
investments of about 580,000 shares. 
This stock also is the largest dollar in- 
vestment of most investment trusts. 
Largest holders include: McIntyre Por 
cupine, 112,000 shares; Massachusetts 
Investors, 91,000; Lehman Corp., 81; 
800; U. S. & Foreign, 75,000; U. S. & 
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{nternational, 73,000; General Ameri- 
can Investors, 41,000; Tri-Continental 
Corp., 25,800; and American Interna- 
tional, 12,000. 


New financing 
continues at a clip well above last 
year's. Official figures show a 30% gain 
during the first seven months of the 
year over 1951, first year in which new 
flotations exceeded those of the previ- 
ous all-time peak, 1929. 

Among the most interesting of the 
new issues due during the next few 
weeks are: 150,122 shares of Iowa 
Public Service common; $3.7 million of 
Seiberling Rubber Co. convertible sink- 
ing fund debentures due in 1967; $20 
million of Carolina Power & Light Co. 
first mortgage bonds due in 1982; same 
for Virginia Electric & Power; 200,000 
common shares of Duquesne Light Co.; 
$20 million of first mortgage bonds due 
in 1982 for Long Island Lighting Co., 
and $35 million in debentures due in 
1979 for Pacific Telephone and Tele- 
graph Co. 

The effect of this high level of new 
financing is felt in several ways. As 
convertible bonds become more freely 
available, demand for stock is adversely 
affected. Also, any contraction in insti- 
tutional demand for utility equities 
would sensitize the market because of 
the large supply. 


Pot-pourri 


Unpublished as yet: expectation of a 
3-for-1 split for Seaboard Airlines, plus 
a higher dividend. . . . Higher divi- 
dends in 53 for Lehigh Valley also. . . . 
Both Westinghouse Electric Corp. and 
Philco are bidding for York Corp. 
Present thinking is that 6/10 of a share 
of Westinghouse would be offered for 
each share of York. Philco might offer 
a still more attractive deal since York 
already makes all of its air-conditioning 
equipment. Question here: would anti- 
trust rulings be violated? . . . At long 
last St. Regis paper is striking oil. It 
comes via the land that Stanolind has 
once again started drilling. 





Fox Denies Impasse 


On October 1 this column stated that 
John Fox reached an impasse with 
Western Union management and began 
pondering how hazardous it would be 
to hold 180,000 shares over the longer 
terin if the company were to show a 
deficit. . . , 

Mr. Fox informs Forses that he sold 
his stock only to raise cash with which 
to buy the Boston Post, that he is on 
the best of terms with Western Union 
and is now buying more WU stock. 
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Many manufacturers and industrialists have found this 
city ideal for their operation. Perhaps you would, 
too. It offers: 


e A population ample to take care of the demands 
for skilled and unskilled labor; 


@ An adequate supply of electric power, natural gas, 
fuel oil and water; 


@ A rich consumer market with easy access to the 
wholesale trade territory of eleven states, also ex- 
cellent port facilities for foreign trade; 


@ Wide industrial diversity as evidenced by the manu- 
facture and distribution of such products as air- 
craft, steel, furniture, agriculture, wearing apparel, 
meat packing, motion pictures, automobile assembly; 


@ Clean, attractive residential districts . . . an almost 
perfect climate with an annual mean temperature 
of 63 degrees . . . unlimited educational facilities 
. » - year ‘round outdoor recreation; 


@ Rail transportation by several transcontinental lines 
including the progressive UNION PACIFIC. 


Please note: Union Pacific has a number of very de- 
sirable tracts in this city, where choice industrial sites 
are still available. For detailed information address 
Industrial Development Dept., Room 234, Union Pacific 
Railroad, Omaha 2, Neb. 


UNION PACIFIC RAILROAD 






“With all thy getting, get understanding” 


FACT AND COMMENT 








CAMPAIGN FUNDS HYPOCRISY 


The howl of indignation which the Democratic High 
Command raised all over the land when it became known 
that Republican Vice-Presidential Candidate, Senator Rich- 
ard M. Nixon of California, had a campaign fund has 
boomeranged. The ultra-loud Democratic protestations were 
the quintessence of hypocrisy. The professedly outraged 
noise-raisers very well knew that it is the rule rather than 
the exception for aspirants to high political office to receive 
financial backing. The custom is as ancient as political 
elections, is universally accepted. 

Nevertheless, was it not ironic that the head of the 
Democratic Presidential ticket, Governor Adlai E. Stevenson 
of Illinois, was forced to confess almost immediately that 
he, too, had for several years been dispensing a political 
fund subscribed by hundreds of his constituents, including, 
glaringly, executives of firms doing huge-scale business with 
the State of Illinois? 

It was not until after Senator Nixon issued a statement 
covering his fund that Governor Stevenson also lifted the 
lid at least partly—doubtless moved to do so by the public 
acclaim accorded Nixon, by the nationwide condemnation 
of the attempted hypocritical smear. 

Would it not be poetic justice if the Democrats’ sham 
holier-than-thou scheming swung over to the Republicans 
enough votes to elect their ticket? 


WORLD INTERESTED IN U.S. ELECTION 


Americans returning from overseas express amazement 
over the intensity of the interest exhibited wherever they 
travel in our Presidential campaign and the eagerness with 
which the result is awaited. I was similarly impressed by 
the avidity of Britons for facts concerning the two Presi- 
dential candidates. Governor Stevenson was an unknown 
quantity. The majority voiced preference for General 
Eisenhower, whom they regard as something more than a 
friend of Europe, as an upbuilder of Europe and, indeed, 
something savoring of the saver of the Old World. (They 
were relieved Senator Taft was not nominated, because of 
what they interpret as his semi-isolationist stand. ) 

“Which will win?” 

That perpetual question is not only impossible to answer; 
at this stage one hestitates to hazard a guess. Ike, off to a 
poor, belated start, has admittedly achieved something of 
a recovery and is counted upon to wage an increasingly 
vigorous campaign. Stevenson has been well received in 
his travels as well as on radio and television. 

The outlook very shortly should become clearer. 


SIGNIFIES YOU’RE A DEAD ONE 


If you are an executive and object to change it’s a sign 
you are beginning, or have become, a dead one. Live 
wires welcome changes in their organization’s make-up. 


by B. C. FORBES 


They are hopeful their work will be fully recognized, that 
they will be given greater responsibilities. Those who have 
sunk into a rut or who have maneuvered to jettison many 
of their duties are fearful that all the facts will be uncov. 
ered, that their importance will be clipped. 

The highest type of executive delights in the promotion 
of brilliant younger men, and, when the time seems ripe, 
inspires such reshuffling of managerial positions as will 
insure more successful operation even at the expense of 
relinquishing his top title to a dynamic up-comer. It often 
is a healthy sign when a company president voluntarily 
becomes chairman so that his ablest lieutenant may be 
elevated to the presidency and enjoy greater prestige and 
emoluments. Too many ‘presidents doggedly, selfishly, sit 
tight year after year, long after a realignment would have 
been beneficial. 

Change is in line with the law of progress. Stagnation 
is lethal to success. The little fellow shrinks from any and 
all reshuffing. The big man welcomes it: 


“YOU NEVER HAD IT SO GOOD!” 


+ 
CQ; Yj 
\s . 4 Wy, 
Courtesy of Detroit Free Press 
What cruel mockery that vainglorious Democratic boast 
is to thousands of parents whose sons have fallen in Korea, 
many of them never to breathe again! Korean casualties 





are now around a hundred and twenty thousand, soaring | 


sadly every week. The vast majority. are from Americal 
hearths and homes. Can the mothers and families be 


expected to rejoice over the maiming and death of thet | 
flesh and blood, to offer gratitude to the Administration | 


because, forsooth, they “never had it so good”? Abominable! 


Forbes | 
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MAKE INSTRUCTIONS NOONDAY CLEAR ; 


An executive gave a clerk instructions which he did 
not make noonday clear. Result: the communication sent 
out riled many customers, the company was charged with 
attempting sharp practices, of not living up to credit 
terms specified in its advertising. Their complaints were 
justified, to the poignant chagrin of the management, which 
has long enjoyed the highest reputation. 

Such mistakes are inexcusable. They can be obviated 
by issuing nothing but instructions which cannot be mis- 
interpreted. No man or woman is fit to have charge of a 
department who cannot issue orders in such simple language 
that they cannot be misunderstood. Carelessness on this 
score can result not only in loss of money but loss of con- 
fidence, at least temporarily,-in a concern, as happened 
in this instance. 

Remember: Carelessness can be tragically costly. 


HEALTHY OR UNHEALTHY EVOLUTION? 


Lawrence Stessin, able Labor Editor of Forsrs, now 
conducting a course of evening lectures at New York Uni- 
versity on union contracts and employee communications, 
tells me that at his first lecture, to illustrate a point, he 
started to show a movie, taken in 1936, which depicted a 
“boss” entering his place of business with a long face, 
obviously in bad humor. This manifestly worried his em- 
ployees. 

Stessin heard chuckles and laughter among his students. 
Stopping the film, he asked them what they found so funny. 
Response: It struck them as amusing because it wouldn't 
bother them one iota whether their boss came in in a good 
mood or not. If he acted too grouchily, they knew they 
could quit and get another job right away. Stessin decided 
not to use this film again! : 

Does this betoken a healthy or an unhealthy evolution in 
employee relations? Does it connote lack of fear of 
superiors, or does it reveal lack of respect for authority? 

All over the land today many children defy their parents; 
youngsters do not stand in awe of their teachers as in 
former years; juvenile delinquency, defiance of law and 
order are shockingly rife. 

Maybe because I’m old-fashioned, I, for one, deplore 
this whole latter-day trend. 


TRUMAN NEEDS PRE-EDITING 


When Harry Truman, some time ago, was indulging in a 
spasm of vicious, asinine, sensational letter-writing, totally 
unworthy of any President of the United States, we recom- 
mended that a committee of censors, editors, be set up in 
the White House to pass on Presidential effusions before 
their issuance and publication, in order to safeguard the 
civnity of the office of Chief Executive and prevent it from 
lalling into total disrespect. 

The need for such a committee is again emphasized by 
wild utterances of President Truman in his undignified 
barnstorming political wanderings. The American people 
have long been accustomed to rough-and-tumble election- 
eering, have learned to condone violent misrepresentations 
spewed forth on the hustings. But they expect the Presi- 
cent of the United States to maintain his self-respect so that 
he may deserve their respect. Harry Truman has cast all 
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WHY PRICES CONTINUE UP 


At present we have a combination of very high produc- 
tion and very high prices. Usually, in these circumstances, 
manufacturers are forced by competition to reduce prices to 
move their goods. In 1949 retail prices dropped off 6% 
under similar conditions. There was a sufficient margin 
of profit-to permit it. 

But at the moment we have overproduction in many 
lines, and few price reductions. According to the National 
Industrial Conference Board, the normal influence of com- 
petition can’t be brought to bear for these reasons: prices 
of many materials that go into manufacturing have been 
forced up by defense demands—metals, chemicals, etc. 
Defense demands have also kept the labor market firm. 
Wages have thus continued upward despite the substantial 
drop in employment for non-defense industries. Far heavier 
taxes on profits have taken a big bite out of net earnings. 

This combination of forces has moved prices up, even 
when companies would like to cut prices to move their 
inventories. In prior years, and as recently as 1949, there 
was such “elbow room” in their margin of profit, but the 
depressing quarterly earnings statements of so many non- 
defense manufacturers show how far those profit margins 
have melted. 

No company can stay in business selling at a loss. When 
goods are hard to move today manufacturers must still 
raise prices to preserve even a slight profit margin. The 
Trumanites may yet learn that the sources of Golden Eggs 
can be killed. But it is hard to restore life to a dead 
goose. Perhaps it would be better in November to remove 
the Washington executioners before they complete their 
economically senseless strangulation of free enterprise. 

MALCOLM ForBEs. 





such decent considerations to the four winds. Read how 
the sedate New York Times comments on Mr. Truman’s 


FIRST WHISTLE-STOP 


President Truman has opened his whistle-stop campaign with 
all the zeal, and about the same degree of restraint, that he 
might put into the writing of a letter to a music critic. General 
Eisenhower, who was a good enough man in Mr. Truman’s eyes, 
not so very long ago, to be worthy of the Democratic party's 
Presidential nomination, is a very wrong man, a very stupid man 
and even a very dangerous man, now that he has become the 
Presidential nominee of the Republican party. He is the tool of 
an “unholy crew” that wants to involve us in a third world war, 
wants to slash workers’ wages, wants to do away with social 
security and wants to foreclose mortgages on the farms. He is 
“a front man for the lobbies”—all the lobbies—the power lobby 
and the real estate lobby and the grain speculation lobby and 
the “rich man’s tax lobby” and the oil lobby and the China lobby 
and even “the railroad lobby,” says Mr. Truman, “that’s been 
jacking up your freight rates in North Dakota.” This last, par- 
ticularly, is quite a feat, since freight rates are set by the Inter- 
state Commerce Commission and the members of the Interstate 
Commerce Commission are appointees of the President himself. 


Palpably, Mr. Truman deliberately sought to convey the 
impression that the railway freight rates paid by the people 
he was addressing had been jacked up by scheming Repub- 
lican outsiders, whereas, of course, each and every rate 
was fixed by the body whose members are appointed by 
none other than the President. 

Unless he be edited, censored—which is not remotely 
likely—we are threatened with a continuing deluge of un- 
worthy remarks by Politician Truman, to the incalculable 
lowering of America’s esteem throughout the world. 









BIG TOBACCO 


A third of the nation’s smokers are “‘sold American,” 
which owns three major brands instead of the usual one 






stock was worth 3.2 times its funded 

debt, while American’s value-to-debt 

ratio was only 1.6. And over the last 

ten years, Reynolds’ pretax profit mar- 

gin has averaged 9.24 cents on the 
les dollar, vs. 8.48 cents for the lineal 
ccessor to James Buchanan Duke’s 
d Tobacco Trust. 


ONE OF ITs severest critics, who may 
not be one of its best friends, describes 
American Tobacco as “over the Hill but 
not over the Hump.” The twin phrases 
don’t tell the whole story, but they do 
provide an introduction. 

The Hill, of course, is AT’s late, 
legendary president George Washing- 
ton Hill, probably the industry’s great- 
est cigaret merchant (“It’s Toasted,” 
“Reach for a Lucky Instead of a 
Sweet,” “Nature in the Raw is Seldom 
Mild”). When Hill succeeded his father 
in 1925, Camels were outselling Lucky 
Strikes 2% to 1. In four years he pulled 
Luckies abreast of the original Burley 
cigaret, and during ten of Hill’s remain- 
ing 17 years Lucky Strike was first in 
the lungs of his countrymen. (Despite 
its recent slide and the astounding rise 
of the company’s Pall Mall, it is still 
first in the hearts of American Tobaco- 
men.) When the eccentric genius in 
the battered fishing felt died in 1946, 
his Luckies were leading Camels 6 to 
5; afterwards Lucky Strike sales shrunk 
20% in four years. The $1.5 million 
for which AT insured Hill’s life tells its 
own story. 

“The Hump” is the equally legendary 
Camel cigaret, the blend which Lucky 
Strike most closely resembles but which 
only Hill has ever surmounted. Last 
year the Hump sold 110,000,000,000 
against Lucky’s 86,000,000,000, ac- 
counting for 27% of the U. S. total vs. 
Lucky's 21%. Astride the galloping Camel, 
its one and only important brand, the 
R. J. Reynolds Tobacco Company has 
ridden hard on the heels of the cor- 
poration which once® bought it out. At 
last month’s market prices Reynolds’ 


te the difference 


Behind these Big Two statistics lies 
ne big difference in management phi- 
losophy—a difference that is easier to 
sense than to describe. The officer- 
directors of $734.5 million American 
Tobacco act almost like the custodians 
of some dignified institution; Reynolds’ 
executives, who also constitute an “in- 
side board,” roll up their shirtsleeves 
somewhat higher. With very little 
stretching, one could describe AT as the 
southerner of the North and RJ as the 
northerner of the South. 

The contrast appears in many ways. 
To the 500 salesmen who maintain 
jobber and dealer contacts for Lucky 
Strike,- the drop shipment® is strictly 
infra dig; Reynolds uses twice as many 
cigaret missionaries, has them drop 
shipping all over the country. Virtually 
all of American’s salesmen travel by 
auto; many of Reynolds’ agents are 
foot-sloggers. More dependent on new 
money markets, American’s directors 
shudder at the mere mention of a divi- 
dend cut, would rather sell new stock 
or debentures than retain earnings at 
the expense of payout. But Reynolds 
chairman James A. Gray, more of 
whose company’s growth has come 
from retained earnings, admits to no 
such compunction (“We don’t run this 
company for the current dividend”). 

Perhaps the outstanding difference is 
in manufacturing, where American 
makes a fetish of quality—a fetish that 
many a country banker wouid label 
economic absent-mindedness. The cost 
of the labor needed to turn out 1,000 
Camels is less than 10% of the manu- 
facturer’s net price, now $3.56. In an 
AT cigaret factory (there are four, at 
eed: Richmond, Durham, Reidsville and 
25 tT Louisville) the cost of labor exceeds 
10%. One reason: Reynolds assigns one 
operator to every two making machines, 
American one to each. Another: AT’s 





*In 1899. Reynolds was later split off 
as an independent corporation by the 
U. S. Supreme Court’s dissolution order 
of 1911. 
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AT MARKET HISTORY: Shaded area 
shows price range of combined com- 
mon stocks of R. J. Reynolds, Liggett 
& Myers, P. Lorillard, and Philip Mor- 
ris. Solid line shows yearly market 
midpoints of American Tobacco. 





*A direct shipment from manufacturer 
to retailer which by-passes the jobber or 
middleman. It is sometimes accompanied 
by free goods and is therefore a means of 
price competition. 
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GEORGE WASHINGTON HILL: 
Is the consuming public... 


quadruple operation multiplies over — 
head personnel, compared with Rey- | 
nolds’ compact setup. A third: Ameri- | 


can’s cigar sidelines (Corona, Bock, Roi 
Tan) require more labor per revenue 
dollar than Reynolds’ chaw. To produce 
last year’s $814 million revenue, Rey- 
nolds employed 12,000 regulars, while 
to take in $942 million American hired 
19,000.* 

This quality fetish appears on the 
package of Lucky Strike, the only 
standard brand to carry an “uncondi- 
tional guarantee.” It appears on the 
high executive level, where two of 
American’s five senior vice-presidents 
are jointly in charge of manufacture. 
And it appears in AT’s merchandising 
policy. Pall Mall, for example, is blend- 
ed from the same tobaccos used iD 
Lucky Strike (though the proportions 
differ and the greater length and small- 
er diameter of the king-sized cigarel 
soften its taste). This has a marked 
effect on profits: the 21% longer cigaret 
uses 15% more tobacco. At current leal 
costs, the extra filler amounts to 27¢ per 
thousand cigarets—too much to be offset 
by Pall Mall’s lower selling expense and 
the extra 4¢ per M it commands from 
jobbers. By way of contrast, Reynolds 
uses cheaper tobacco in its 85-mm of 
fering, Cavalier, to compensate for the 
added length. 

In a business whose product is bought 
largely on psychological whim and lit 
erally goes up in smoke after purchase, 
how does this expensive quality fetish 
pay off? A look at the sales of Luckies, 

*Aside from cigarets, Reynolds makes 
smoking tobacco and plug, American smok- 
ing tobacco and cigars. But both derive 
about the same percentage of total reve 
nue—93% or 94%—from cigarets. 
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MID-DEPRESSION ADVERTISEMENT: 


now eating Camel dust, suggests that 
it doesn’t: it seems clear that high- 
voltage advertising savvy is a greater 
sales asset than any number of uncon- 
ditional guarantees or production safe- 
guards. The answer given by president 
Paul Hahn, pointing to Pall Mall’s rapid 
rise on “quality” ads, is that quality 
will tell in the long run. But a simpler 
explanation of American Tobacco’s 
compulsive insistence on uniformity of 
cigaret size, weight, airflow, shred size 
and burning rate is that Hill himself 
wanted it that way. 

Some years ago a young researcher 
from the Richmond laboratory reported 
excitedly to Manufacturing VP John 
Crowe that he had found a way to save 
the company $100,000. “Young man,” 
leveled Crowe, “you stick to your sci- 
ence and let us worry about the 
money.” Hill once said just about the 
same thing to Dick Boylan when he put 
him in charge of purchasing. Boylan’s 
predecessor had committed the crime 
of buying cheap—even required office 
people to turn in an old stub to get a 
new pencil (the bench boys quickly got 
into the pencil business by quartering 
new pencils into stubs and trading them 
in). VP Boylan, who started as a bench 
boy in 1900 at $2.50 a week, now 
makes that much every 134 seconds 
tor Suying the best paper and printing 
he can find—all to rigid specifications. 
Even the inks and varnishes used in 
printing labels and boxes are closely 
watched lest the finished, flavored to- 
bacco adsorb alien odors.* 

* Specifically, these ingredients are never 
used: Tung oil, Copaiba balsam, fish oil, 
cumar resin, deodorants, acetates, naptha- 
nates, or any thinners containing kerosene. 
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It’s no fun to be toasted 


Tobacco’s sensitivity to odors is no 
greater than a brand name's suscepti- 
bility to smut. Word-of-mouth slander 
is an abiding bogey in the lung duster 
game, and none of the big brands has 
escaped its effects. In 1917, Reynolds 
charged that AT was hiring men to 
ride in Buffalo street cars and derogate 
Camels in stage whispers. In 1934, a 
rumor was circulated that Liggett & 
Myers had donated $100,000 to the 
Nazis—a gambit designed to create sales 
resistance toward Chesterfield among 
Jews, who formed a large part of that 
brand’s strong northeastern market. A 
year later, the word went ‘round that a 
case of leprosy had been found in a 
Liggett factory. When Old Gold added 
Latakia to its blend, it was noised about 
that the new leaf, a smoke-cured variety 
from the Middle East, was dried over 
fires of camel dung. Philip. Morris, 
whose cigaret also contains Latakia, has 
been bothered by the same tale. Nor 
is American Tobacco, biggest of them 
all, immune to these “diversions.” One 
lady of Catholic persuasion, on hearing 
that Doris Duke had contributed money 
to a birth control foundation, wrote to 
her favorite magazine that Miss Duke, 
“one of the owners of American Tobac- 
co,” should be taught a lesson, and 
suggested a boycott of Lucky Strikes. 
When the magazine printed her letter 
Ed Harvey, now Sales VP, hopped the 
first train to Chicago in a cold sweat, 
explained there was no AT stock reg- 
istered in Miss Duke’s name, got a re- 
traction. 

But if cigaret sales are vulnerable to 
psychological vagaries, they can profit 
by them too. A timely advertising pitch, 
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tuned to the precise wavelength of pub- 
lic sophistication, can set off a sales 
crescendo. The ability to strike this 
right note was the outstanding contri- 
bution of George Washington Hill. It 
was as feared by competitors as it was 
effective with consumers. When Hill 
invented the phrase, “It’s toasted,” to 
describe Lucky Strike’s heating process, 
Reynolds went into a slow burn, ad- 
vehemed that “all cigaret companies 
give heat treatment,” boosted Camel as 
producing “no harsh, hot smoke from 
dried-out tobacco to burn the tongue or 
sear the throat.” In 1928, Reynolds’ 
Bowman Gray cut his price by 40¢ a 
thousand to reduce George Hill’s ad 
budget (American Tobacco had to 
meet the lowered price). Hill then cre- 
ated “Reach for a Lucky Instead of a 
Sweet” and Lucky struck out Camel. In 
1932, after Lucky had taken a 3-to-2 
lead in sales, Reynolds was driven to a 
desperate effort: “It’s fun to be fooled, 
but it’s more fun to know.” 


It’s more fun to toast 


A couple of years later, in 1935, psy- 
chologist Henry Link explained brand 
shifts in terms of “consumer belief in 
the sincerity of cigaret advertising.” 
Sipidity is probably a better explana- 
tion than sincerity. For Hill’s ad stories 
from 1934 through 1937 were as in- 
sipid as the 1879 sack of Bull Durham 
which hung, framed, in his mahogany 
office: “Luckies Please,” “Center 
Leaves,” “Cream of the Crop,” “Luckies 
are always Kind to your Throat,” “I'm 
your Best Friend, I am your Lucky 
Strike,” “Try me—I'll Never Let you 
Down,” “Lucky for you—it’s a Light 
Smoke!” Camel walked into the lead— 
though not by its proverbial mile—until 
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War II allocations literally upset the 
tobaccocart. Reynolds was caught short 
on sugar, scrambled for substitutes as 
Lucky Strike gained. And one of Amer- 
ican Tobacco’s substitutions came at 
just the right time—the change of the 
Lucky package from green to white. In 
1942, Hill turned the ink shortage into 
an ad-vantage with “Lucky Strike 
Green has Gone to War,” and in the six 
weeks following the North African in- 
vasion sales of the brand increased 38%. 


The defensive posture 

The sensitivity of brand sales to such 
intangibles has an odd, obverse effect on 
the non-promotional side of the cigaret 
business. Where the admen and sales 
chiefs are perforce aggressive, the leaf 
and manufacturing men are defensive. 
They cloak factory routine in secrecy; 


they guard their formulas as a Holy 
Grail; and above all, in deference to a 
fickle public, they never tinker with an 
accepted, successful brand. 

Thus, American’s manufacturing or- 
ganization is solidly bulwarked against 
change. To insure complete uniformity 
of product, the leaf bought at any given 
auction is split four ways and shipped 
to the four cigaret centers. Within 
each factory the leaf blend is tumbled 
and remixed some 54 times. Even the 
flavoring essence is mixed in one place, 
then divided among the four making 
centers. To aid Dick Boylan’s Purchas- 
ing Department in its ceaseless battle 
against change, the Richmond research 
lab tests samples of every shipment of 
labels, cartons, cellophane, oil of tonka, 
rum—in addition to its never-ending 
chemical analysis of leaf. Leaf chief 
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here the subject of some legwork by tobacco distributors’ agents, cuts a wider 
swath in the cigaret business than in any other. The manufacturer, who 
collects 7¢ a pack for his product, must affix an 8¢ federal stamp long before 
he collects—a financing operation which involved $435 million last year for 
American Tobacco alone and cost the company a cool $1.5 million (based 
on the average cash requirement of $50 million). Industry’s objection: why 
can’t the tobacco tax be paid at point of purchase, like excises on jewelry, 
refrigerators and autos? 

Cigaretmakers, who must spread salesmen and warehouses among many 
states, also get it in the neck on state income taxes. In deciding how much 
of a corporation’s income was “made” within its borders, each state uses 
criteria which yield it a maximum tax. Thus an outfit doing business in every 
state would pay state taxes on over 200% of its income! To minimize these 
levies, American Tobacco uses public warehouses instead of subsidiaries in 
some states and takes all orders at its New York office, still qualifies for in- 
come taxes in 26 states. AT has a specialist named Wilkinson in its own tax 
department to “discuss” tax law interpretations with statesmen. Wilkinson 
estimates his activities had saved AT $10 million up to last year, are now 
saving the company $2.5 million annually. 








James F, “Strick” Strickland, a $75,000- 
a-year leaf man who still wears his hat 
in the office a la Hill, knows no greater 
grief than a crop which differs trom 
that of the previous year because of too 
much heat, too much hail, too much 
rain or too little rain.* And except for 
the fact that American Machine & 
Foundry’s new cigaret makers run at a 
higher cruising speed than the old mod- 
els (400,000 gaspers per shift vs. 360,- 
000), VP Preston “Daddy” Fowler will 
tell you. that manufacturing, like the 
blend formulas themselves, hasn't 
changed appreciably in 20 years. 

Something of a ne plus ultra in de- 
fensive-mindedness is the ghost office 
maintained in Trenton against a possi- 
ble bombing of the New York City 
headquarters. VP-Comptroller James 
Coon has installed duplicates of all vital 
records, can transfer all his operations 
except final cost accounting to.the New 
Jersey Capital in a day. Since all sales 
orders are filled, for tax reasons, at 
headquarters, this means that Ameri- 
can’s three big brands—Lucky Strike, 
Pall Mall and Herbert Tareyton, which 
account for a third of all cigaret sales— 
could be kept going withbut serious 
interruption. 

There is, however, a reason for Big 
Tobacco’s defensive posture which has 
nothing to do with consumer loyalty or 
the lack of it: Big Government. Three 
of American’s five senior vice-presidents 
were with the company when Act I of 
a 40-year legal tableau was staged in 
1911, year of the old Trust’s dismem- 
berment. Current president Paul Hahn 
first impressed George Hill with his 
proficiency in fending off the charges 
of the Federal Trade Commission, 
which makes a specialty of monitoring 
cigaret advertising. And even the low- 
echelon people remember the climactic 
production number in 1941—the five- 
month “oligopoly” trial at Lexington, 
Kentucky. 

The substance of the District Court's 
ruling — which came four days after 
Pearl Harbor and hence got little atten- 
tion outside the industry — was that 
American Tobacco, R. J. Reynolds and 
Liggett & Myers were guilty of possess- 
ing the power to monopolize tobacco by 
(1) controlling leaf markets and (2) 
controlling retail prices. The verdict 
had to be based on circumstantial evi- 
dence, since no act of collusion among 
the bigger cigaretmakers was ever uD- 
earthed. No warehouseman testified 
that “pressure” had ever been applied. 
And the identity in standard brand 

*But since the big cigaret companies 
keep a three-year inventory of leaf, with 
only one-third of a year’s crop going into 
immediate production, even drastic 
changes in crop quality tend to be aver 
aged out. . 
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prices, taken as prima facie evidence of 
oligopolistic intent, was as easily ex- 
plained by competition as by collusion. 
But Thurman Arnold’s inquisitors made 
the charge stick. In a long prelude of 
“background” testimony, the jury® 
heard the woes of numerous tobacco 
farmers and warehousemen—side by 
side with impressive statistics on the 
collective profits of the top three. To 
convey the idea that the Big Corpora- 
tions fixed leaf prices, the government 
charted selected figures and introduced 
selected experts. One such, a Mr. Vin- 
cent, was asked why he omitted five 
years from a price chart covering a 13- 
year span. His answer: “It didn’t fit 
the picture as I wanted it to show.” 


Bureaucratic henpeckery . . . 


Still showing are the scars from the 
second Battle of Lexington. To avoid 
a third, American’s leaf chiefs no longer 
so much as instruct their own buyers 
how much to pay for tobacco, And ex- 
cept at the annual Chicago convention 
of tobacco distributors which they sup- 
port, executives of the Big Six never so 
much as lunch with one another lest 
the cry of “Collusion!” be raised. Spe- 
cial care is taken to break up the price 
pattern to avoid even the appearance of 
joint action. When OPA went out in 
1946 American upped its net price to 
jobbers to $6.51 per thousand cigarets, 
while Reynolds stayed at $6.48. When 
American led a 40¢ rise two years 
later, Reynolds still lagged by 3¢. Un- 
der OPS, prices of all five standard 
brands are the same: $8.56 per thou- 
sand list, $7.56 after discounts, $3.56 
net to manufacturer after excise taxes. 
When OPS dissolves, so will the price 
identity. 

These rather fussy requirements can 
be lived with; they are no more fatal to 
tobacco executives than nagging is to 
a henpecked husband. A more serious 
effect of governmental badgering is its 
interference with that most crucial as- 
pect of the cigaret game, advertising. 
Example: last November an FTC ruling 
against an old AT campaign came up 
for review by the U. S. Seventh District 
Circuit Court. George Hill had adver- 
tised in 1937 that Luckies helped pre- 
serve one’s “Precious Voice,” yielded “A 
Light Smoke” for “Your Throat Protec- 
tion.” In 1940, “Lucky’s Finer Tobac- 
Cos aie Less Nicotine” reinforced the 
pitch. 

Although the public doesn’t realize it, 

Une of the jury actually was a tobacco 
farmer, one Arthur Wells, who admitted 
he didn’t think the companies paid enough 
for tobacco and that he “would be for the 
farmer” in any controversy. The Court 
refused to disqualify Wells after the de- 
fense had used its three peremptory chal- 


lenges. 
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out of the private parlor, public commercials 


many such claims are based more or 
less on scientific evidence. Hill’s “less 
irritating” theme was supported by the 
low nicotine content of Lucky Strike, as 
reported by his own laboratory and con- 
firmed by a government publication.* 
Although nicotine content varies with 
the yearly tobacco crop which may be 
“light” or “heavy,” it can be controlled 
by the kind and proportion of Burley 
tobacco; likewise the formation of am- 
monia can be cut down by the addition 
of sugar “casing.” (Lucky’s present 
nicotine content target: 1.95%.) The 
FTC alleged there was “no difference” 
in nicotine content among the standard 
brands. Confronted with proof that 
there was a difference, FTC changed its 
line. Maybe there was a difference, but 
it wasn’t significant. Again, a selected 
expert was brought in to testify. Al- 
though questioning revealed that the 
“expert” had made only one visit to a 
cigaret factory and “couldn’t remember 
which one,” the Court ruled that 
neither the lower-nicotine nor the non- 
irritating theme could be advertised. 

The industry notes, with some mis- 
givings, that this is precisely the pitch 
being used by R. J. Reynolds—even un- 
to corroborative testimony from such 
irritation-conscious vocalists as Dick 
Haymes, crooner, Marguerite Piazza, 
soprano, Ralph Bellamy, actor, and Bob 
Lemon, pitcher. 


. - « has eroded the socko 


But legally-trained (Columbia, 1917) 
president Paul Hahn, who bears not the 
slightest resemblance to Peck’s bad boy, 
has firmly eschewed the interdicted 
pitch. Instead, he has committed Lucky 
Strike to a “made better” sales story 
which has practically no emotional 
socko, involves the pleasure principle 
only indirectly, and will require a long 

*Bulletin #307 of the Connecticut Ex- 
perimental Station, New Haven, May 1929. 
Percentage of nicotine then found in the 
big brands was: Chesterfield 2.53; Camel 
2.21; Old Gold 2.17; Lucky Strike 1.88; 
and Philip Morris 1.44. 
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educational period before the payoff 
point is reached. 

Hahn’s strategy is based, in part, on 
a feeling that the temper of the Great 
American Consumer has changed in the 
direction of greater skepticism. Although 
he performed as Hill's shadowy fides 
Achates for 15 years, the soft-spoken 
Hahn doubts whether “Nature in the 
Raw is Seldom Mild” is mild enough 
for 1952. And his new tangent—“Luck- 
ies are made better to taste better”— 
has some advantages of its own. In the 
long run it may prove more convincing 
than a less modest claim. It can be 
demonstrated (by the tear and com- 
pare test, designed to show that Lucky’s 
tobacco cylinder is more coherent than 
that of lesser brands). It is subject to 
infinite “scientific” variations. If suc- 
cessful, it will capitalize on the very 
quality fetish which, along with the 
pressure of Pall Mall’s. growth against 
price ceilings, is the basis of American’s 
lowish profit margin of 59¢ per thou- 
sand cigarets, vs. 78¢ for Reynolds’ 
puffers. 

The proof of his claim, which ex- 
lawyer Hahn will doubtless be called 
upon some day to supply, rests in a 
yellow-brick building on 
Richmond’s Petersburg Pike. The lab- 
oratory building itself dates back to 
1940, although American Tobacco’s 
basic analysis of leaf goes back to 1929 
or so. Oddly enough, this was one AT 
“first” which the paradoxical George 
Hill never promoted: he considered it 
the inviolate private parlor of his cor- 
poration—briefly, nobody else’s busi- 
ness. Under the supervision of Hiram 
Hanmer, a bony, articulate Vermonter 
whom Grant Wood might have wanted 
to paint, Luckies and the other stand- 
ard brands are patiently and endlessly 
tested—smoke analysis, airflow, burning 
rate, the tumble test for loose ends, 
microscopic measurement for strand 
length. It is these which underlie 
American’s factory-talk campaign, in- 
augurated last October with the scream- 
ing headline: NOW! FACTS! NOT 
CLAIMS! 





If the temper of the times has 
changed, Paul Hahn himself is a sup- 
porting datum. Unlike George Hill, he 
will never take out his teeth and slam 
them on a desktop to emphasize a 
point. And although he cut his adver- 
tising teeth under Hill and is unques- 
tionably the advertising brains of AT, 
he is not at all the terror-of-Madison- 
Avenue type. His manner is suave, con- 
siderate, his management of the com- 
mittee type. Having begun his career 
as a lawyer under George Whiteside— 
who defended the Lexington case and 
is still AT’s attorney—he can tactfully 
assuage the disgruntled minority stock- 
holder (which Hill thought a waste of 
the majority stockholders’ time) and can 
tactfully steer Big Tobacco between, 
rather than upon, the shoals of FTC ob- 
jections (in Hill’s day, recalls Sales VP 
Ed Harvey, “you could get away with a 
lot”). Yet he is the clipped-voice, 
clipped-mustached decision man rather 
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they are of his own conservative cut as 
well. A well-tailored New Yorker who 
lives in a 75th Street penthouse, drives 
his own gray Cadillac to his week-end 
place in Canaan, New York, and col- 
lects old silver, Hahn has no children 
except Lucky Strike and Pall Mall. His 
conservative influence on Lucky Strike’s 
advertising slant is obvious (those of 
Pall Mall and Herbert Tareyton, which 
have shown giddy growth without 
much advertising pother, have scarcely 
been changed since 1946). When Hahn 
took over the head chair early in 1950, 
something had to be done about Lucky 
Strike. Following the peak of 103,000,- 
000,000 in the year of Hill’s death 
and the two years following, sales fell 
to 92, 90 and 86 billion, with Camel 
climbing in reverse progression. George 
Hill was succeeded by Vincent Riggio, 
who was a crackerjack salesman as a 
VP and tried to be the same when he 
got to be president. But the advertising 
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smile of Dorothy Collins—they had 
everything except “hard sell.” But for 
Hahn, the punchless pitch was, to 
switch commodities, the pause that re. 
freshes: it cleared the air for the fac 
tory facts to follow. These appeared a 
year later in successive stages, first with 
the FACTS! NOT CLAIMS! line—“best 
made of the five principal brands”—and 
last spring with the tear and compare 
demonstration. 

From the standpoint of classic sales 
theory, the new theme has questionable 
merit. Does a motorist buy a $2200 
Mercury instead of a Dodge only be- 
cause he thinks it’s “made better”? Ob- 
viously not. Why then should a smoker 
buy 22c worth of tailor-mades for 
greater manufacturing excellence? To 
this question Hahn has no positive an- 
swer; in fact, he agrees that at present 
most smokers probably don’t care how 
well-made their smokes are. But his 
“educational” pitch, he feels, can make 


RING: TOBACCO STORAGE IN REIDSVILLE, N.C.: 


for teaf, a time-consuming process of sweating and aging .. . 


than the bewigged jurist. One afternoon 
he listened for half an hour while 
George Whiteside elaborated the “we 
wuz robbed” idea in legal language, 
then ratcheted: . we were de- 
feated.” When sales manager Mooney 
suggested the tear-and-compare idea 
before going on vacation, Hahn called 
in BBD&O, eutlined a commercial, had 
lights, camera and props ready for 
action when Mooney returned. The 
transition from Mooney’s head to the 
TV audience was so quick and decisive 
that the first films had Mooney’s own 
hands tearing “a thin strip” of paper 
from a round, firm, fully-packed 
Lucky.® 

But if Hahn’s decisions are clean-cut, 

*Grammatically speaking, it is not a thin 
strip that is torn but a narrow one. But the 
incorrect adjective is used for the same 
reason that announcer Ernie Chappell 
booms “Pall Mall filters the smoke further,” 
instead of “farther”: the American con- 
sumer is a plain guy who don’t like no 
fancy words even if they are correct. 


lost most of its bite after the old huck- 
ster’s passing. George Hill, Jr., who had 
been shaped into a pretty good adman 
by his eminent father, got no elbow 
room at all, left the corporation when 
Riggio insisted on junking every cam- 
paign unless it paid off in three months. 
And when Riggio brought in his own 
son as ad manager, the on-again off- 
again pattern was not changed. Some of 
his pitches were genuine stinkers: “First 
Again with Tobacco Men,” “Lucky 
Strike Presents the Man Who Knows,” 
“Keep Your Eye on the Red Bull's 
Eye,” “Smoke a Lucky to Feel your 
Level Best.” 

Ailing after a life of traveling sales- 
manship, Riggio retired in January, 
1950. Hahn’s first effort, hailed as de- 
lightfully non-irritating by the adver- 
tising panels and as delightfully non- 
competitive by rival tobaccomen, was 
the simple “Be Happy—Go Lucky” 
story. The commercials had cute jingles, 
they had Snooky Lanson togged out as 
a harlequin, they had the antiseptic 
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them care (and also make them aware 
of the flaws in other brands). The kiss 
off line, introduced by Hahn himself 
and significantly FTC-proof, will re 
main “Be Happy—Go Lucky.” 

It is more than likely that Paul Hahn 
sees the germ of a public relations plus 
in his new ad pitch. He and his exec 
utives are well aware that Lucky Strike 
has had a reputation for the “hard sell’ 
—a euphemism for irritating commer 
cials. And although he will not admit 
that his $900 million business is a 
“institution,” American is to tobacco as 
Anaconda is to copper and Alcoa 
aluminum—the industry’s technological 
bellwether. 

The Richmond lab, built years be 
fore any other, is the only really de luxe 
research setup in the business (Liggett 
has come up fast, Reynolds is erecting 
a new structure and has hired a couple 
of ex-Commercial Solvents researchers, 
Lorillard’s Dr. Parmelee _borro 
Hiram Hanmer’s smoking machine twé 
years ago, Philip Morris has a new mas 
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to lead it out of the room-in-a-factory- 
corner stage). American’s leaf men 
were the first to help the state experi- 
mental stations develop better strains of 
tobacco (1949), a practice which Rey- 
nolds and Liggett have since adopted. 

When the need to cultivate a particu- 
lar “public” is spotted, there is no hesi- 
tation. Purchasing VP Dick Boylan 
probably does as much to keep his 
callers contented as any buyer in busi- 
ness: welcome leaflets, sample cigarets, 
goodwill pamphlets (“Sold American,” 
“The American Dollar at Work”), even 
help for out-of-towners in getting New 
York theater tickets. And stockholder 
relations are dandy; the ancient gripe of 
too much “incentive compensation” was 
met in 1950 and again in 1951 with 
successive, voluntary 50% cuts (Hahn 
himself made more as a vice-president 
than his $235,000 compensation last 
year as president). The proof is in the 
underwriting: last March, when Amer- 
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ed “public opinion” as a defensive cush- 
ion against the Department of Justice’s 
anti-bigness crusade. The notion that 
the Courts were defensive bastions 
against new and strange definitions of 
monopoly was shattered by the second 
Battle of Lexington. A & P profited 
by the lesson and defended itself in the 
courts of public opinion in 1949, and 


.the steel companies did the same during 


the recent mill seizure. Hahn, too, is 
no longer inclined to rest his case on 
abstract law; as he addressed the to- 
bacco distributors last year, “It’s not 
enough to be right—you’ve also got to 
look right.” As yet, though, Hahn isn’t 
fully practicing what he preaches. His 
Richmond branch, a long string of red- 
brick buildings that parallels the 
C & O’s mainline trestle, plays host to 
50 or 60 visitors a month during the 
summer, and all four centers draw 400 
monthly—a shred in the hogshead com- 
pared with the 3,000 monthly visitors 
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ican floated $50 million in common, 
97% of the rights were snapped up and 
the remaining $1.5 million sold on the 
market in a few minutes. Even the 
hostile farmer gets a play—ads in farm 
papers telling him how to fight blue 
mold and black shank. (With Charlie 
Brannan and the parity program, they 
no longer have to fight red ink.) 

_ But the general public, still antagon- 
istic about cigaret commercials, hasn’t 
gotten the institutional treatment—al- 
though the first tobacco brand put out 
by old Wash Duke in 1860 was “Pro 
Bono Publico.” Up to 1946, the reason 
was George Hill, who regarded the 
consuming public as a bull to be 
goaded into buying Luckies—not, a la 
Hahn, as a sensitive Bossie to be 
gentled lest the udders of profit dry up 
under harsh handling. And Hill thought 
of the consuming public as just that. 
Like most of his contemporaries (and 
like some corporations in 1952, ¢2.g., 
the legal-minded Texas Company in the 
current cartel clamor) Hill never court- 
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to Reynolds’ plant in less accessible 
Winston-Salem, 170 miles away. In 
analyzing Lucky’s historically poor sales 
in New York City, one of American’s 
high-echelon veterans offers the simple 
reason: “Hill’s unpopularity.” So far, 
however, Hahn has not bought any per- 
sonal publicity. He is reluctant to make 
himself a public figure until he has first 
up-adjusted Lucky Strike’s sales figure. 

Thus, Hahn retains George Hill’s 
old public relations counsel—Ivy Lee 
and T. J. Ross—who are in fact what 
most cigarets would like to be, “defi- 
nitely milder.” Tom Ross does no 
publicity huckstering; he is “not set up 
to do promotional stunts”; he offers 
simple counsel, which includes a week- 
ly Friday morning meeting with AT’s 
president. Advising a counsel-minded 
corporation, he is careful to make no 
suggestions that are not “in character.” 

For Big Tobacco, “in character” is 
best elaborated by a look at the men 
who run it. Virtually all the toppers 
began as bench boys or the like, have 
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mellowed into management men by the 


same sweating and aging process 
through which they put their beloved 
leaf. Senior man is VP Richard A. Boy- 
lan, who has been around 52 of his 65 
years, spends $65 million a year on 
non-leaf supplies. Sales VP Edmund A. 
Harvey, 67, is also a half-century man: 
as befits a sales manager, his white hair 
is belied by a sprightly grin and a 
young man’s ideas (Harvey’s latest: a 
cigaret saleswoman, hired to tear and 
compare in beauty parlors where wise 
men fear to tread). VP-Comptroller 
James Coon began in accounting in 
1919. Would a cent-a-pack increase 
restore the pretax spread to normal? 
Bettle-browed Coon, no less a profes- 
sional pessimist than most accountants, 
says yes on Laickies, no on Pall Malls 
and Tareytons. Manufacturing VP 
Preston Fowler started in 1907 when 
American still had a Brooklyn plant, 
was awarded to Lorillard’s Turkish 
manufactury after the 1911 dissolution 
along with Murad, Helmar and Egypt- 
ian Deities, made his way back “home” 
in 1921, John Crowe, who helps Fowler 
rule the manufacturing roost, is a 40- 
year man. The two factory VPs handle 
their own labor relations without any 
experts and run their own factories 
without any time-and-motion engineers. 
Every October they journey to Dur- 
ham to sit down with representatives 
of the tobacco locals, thrash out the 
gripes in non-technical language (i.e., 
without any lawyers around). 


Double brass 


These five, each of whom made 
$142,492 last year, combine with 12 
other key officers to form a tightly-gar- 
risoned management. Not only do they 
double as directors of the corporation 
(AT has had no outside director for 20 
years) but they have a “directors’ meet- 
ing” every day in their private dining 
room in the Empire State Building, 15 
blocks north on Fifth Avenue. Some- 
what intimidated during Hill’s “brutal” 
reign (“He never came to see you—you 
went to see him!”), and somewhat dis- 
mayed during the Riggio regime, they 
are now luxuriating in the fullness of 
committee rule under: the polished, 
tactful Hahn. Each will pull out his 
department’s organization chart at the 
flick of an ash—Boylan has his repro- 
duced on the welcoming leaflet for vis- 
iting salesmen. 

With the possible exception of the 
manufacturing men and leaf chiefs, 
who are a race unto themselves, Big 
Tobacco’s executives seem almost inter- 
changeable. Harvey was an all-around 
sales factotum and even treasurer and 
auditor under George Hill before “set- 
tling down” in the churning sales de- 
partment. Treasurer Hilyard once 








debt of $255.4 million is a round 49% 
of the last-reported inventory of $5945 | 
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million (of which 90% represents sleep. 


Asset Current Assets Net Income 
Growth to Liabilities on Book Value 
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*Ten years ending March 30, 1952. 





Percentage figures in these columns represent each company’s performance for 
10 years. In Table II, these percentages are converted to rank-order numbers. 


Pretax Profit Dividend 
.on Sales Payout 


. 9.24% 67 
8.41 75 
8.43 64 
6.69 73 
8.19 59 


3.85' 
4.93 
4.47 
4.89 
4.38 


14.26% 
11.73 
15.79 
8.88 
14.78 








COLD STATISTICS give Liggett & Myers the best 10-year record among 
the Big Five. But Reynolds, with the best profit margin, commands the 
highest price per dollar of earnings in Wall Street. American Tobacco wrote 
off $54 million in “brands and goodwill” two years ago, and this impairs its 
record of asset growth. If this write-off were ignored, American’s growth 
would be 118% instead of 93%—not different enough to change its ranking. 





Current 

Asset _ Assets to 

Growth Liabilities 
2 
Liggett & Myers. . 3 
American Tobacco 4 
Lorillard 3 5 
1 


“composite ranking.” 
°Ten years ending March 30, 1952. 





II. CIGARET RANKING, BASED ON 1942-51 


Net 
Income 
on Book Profit 
Value on Sales 


Rank order numbers in the first five columns are based on performance figures 
in the corresponding columns of Table I. Column 6 shows price-earnings ratio of 
common stock, computed on the basis of last full year of earnings as reported or 
estimated. Column 7 averages the rankings in the first five columns to arrive at a 


Market 
Price 

per $1 of 

Earnings 


15.7 
13.9 
12.8 
12.4 
10.2 4 


Divi- 
dend 
Payout 


Pretax 
Composite 
Ranking 


2 (tie) 
1 


2 (tie) 
5 








served as west-of-Detroit sales man- 
ager. Coon and Boylan have worked in 
several departments. And Hahn’s alter 
ego, Alfred “Doc” Bowden, who han- 
dles stockholder relations and the press 
and acts as executive lubricator for the 
managerial machine, has put in stints 
just about everywhere since he started 
at the age of 14 as a knee-panted of- 
fic boy. Like almost everything else in 
American Tobacco, Bowden’s nickname 
is a legacy from George Hill, who first 
told him to keep all office temperatures 
at a constant 68 degrees, then dubbed 
the thermometer-watcher “Doc,” and 


even offered to send him to medical . 


school to justify the sobriquet! 

The one officer who apotheosizes 
American Tobacco’s viewpoint—and, in 
fact, first views the results of his col- 
leagues’ efforts—is big, dignified, treas- 
urer Harry Hilyard, reared in the Phila- 
delphia-banker tradition. The double 
squeeze on American’s profit margin 
‘(see box) eventually clamps down on 
Hilyard’s cashbox. As the price of leaf 
has gone up over the last fifteen years 
(by 160%, as against a rise of 42% in 
the manufacturer’s net price of cigar- 
ets) American, which must buy more 
leaf than anyone else, has needed more 


and more cash to pay for its three-year 
inventory. At the moment AT’s funded 


“DOC” BOWDEN: 
the nickname was Hill's 
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ing tobacco). The debt-to-inventory 
ratio of the other four big cigaretmakers 
is 25%. Annual charges on American’s 
debt, $7.28 million, almost exactly 
equal the second quarter’s earnings on 
common stock—$1.13 per share. Nor is 
this the whole story: in 1951, American 
had an average short-term bank debt of 
$85 million which, allowing for mini- 
mum deposit requirements, cost the 
corporation about $3.2 million in in- 
terest. With the March financing, this 
year’s short-term charges will be about 
$1 million. 


The cashbox view 


The banks, including the Guaranty 
Trust which trained Hilyard, have an 
old rule-of-thumb for a manufacturing 
business: debt should not exceed net 
worth, or creditors will own the busi- 
ness. As of last December, American’ 
long- and short-term creditors theoret- 
ically did own the business—their com- 
bined lendings of $345 did exceed the 
net worth of $317 million. To be sure, 
year-end balance sheets show Ameri- 
can in its most awkward financial pos- 
ture, since short-term debt peaks in 
December, which is right in the middle 
of the Burley buying season (last year’s 
peak: $160 million). But neither Hil 
yard nor the big banks consider cigaret- 
making a manufacturing business any 
more. American’s leaf inventory is vir- 
tually as good as cash (one competitor's 
treasurer evaluates tobacco as 80% cash 
for banking purposes). This makes it 
more of a commodity turnover than 4 
manufacturing enterprise—and a pure 
commodity business, with no _ assets 
sunk into bricks and mortar, does not 
incur bankers’ reluctance so long as its 
debt is no more than five times net 
worth. Big Tobacco, with only $44 
million in fixed assets against its $600 
million inventory, falls somewhere in 
between. George Hill took the com- 
modity view of his outfit, preferred 
debentures to stock issues, valued his 
brands and goodwill at far more than 
his fixed assets (his $54,099,000 item 
was not written down to $1 unti 
1950). But the theoretical five-times- 
inventory debt ratio is not so important 
as the practical limits to big-bank credit 
available; and the soundness of Amer 
ican’s IOUs is less of an issue than the 
fact that the corporation is saddled with 
more of them, per dollar of equity, than 
any of its competitors. 

Hilyard, who is more inclined te 
ward common stock flotations than t 
debt pyramiding—an inclination he 
couldn’t sell George Hill—is not w 
aware of the flexibility of callable 
debentures. If the price of cigarets ev 
gets to be as adequate as Coon w 
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AMERICAN TOBACCO’S DOUBLE SQUEEZE 








Breakdown Breakdown Per 
“Total Income Clgaret Income Only» "sooo Cigarets” Lucky Strikes "Herbert Tareytone. 
Breakdown, 1951 = (94.35% of Sales) (130 Billion Sold) (86 Billion Sold) (44 Billion Sold) 
Revenue .......... $942.6 $890.6 
Tax Stamps ........ 435.1 425.6+ 
Manufacturer's Net... 507.5 465.0 $3.57 $3.575 $3.60 
Costs: 
Eat iwsicnsd canes 261.5 242.0 1.86 1.77 2.04 
Direct Labor ..... 54.6 43.2 83 33 383 
Freight .......... 11.0 10.8 08 08 08 
Sales,Administrative 13.0 11.7 .09 12 04 
Advertising. ....... 22.0 20.8 16 18 13 
i eer er 56.2 51.5 40 885 425 
Interest ...cccee. 9.0 427.3 8.5 388.0 _ .065 2.98 065 2.93 065 3.11 
Pretax Profit ....... $80.2 $77.0 $.59 $.64 $.49 


Macy's doesn’t tell Gimbels, nor does American To- 
bacco spell out its cost components for R. J. Reynolds. 
But this rough reconstruction of AT’s income statement 
shows how Big Tobacco’s net is squeezed by the decline 
in Lucky Strike sales and the growth of the 85mm 
brands. Although the long cigarets bring 4c more in 
revenue, show minimum sales expense and low advertis- 
ing cost, they produce considerably less profit, owing to 
their extra cost in leaf and packaging materials. 

The breakdown shows the effectiveness of the second 
squeeze, between the cost of leaf—which has been going 
up by 2c a pound per year under the parity program— 


and the manufacturer's net price, pegged where it is by 
OPS. Roughly 2.8 pounds of tobacco go into every thou- 
sand standard cigarets, 3.3 pounds into king-sizers. Thus 
a leaf rise of 2c pares 6c off the margin for Luckies, 7c 
off Pall Mall and Tareyton profits. In terms of 1951 vol- 
ume, such a rise would reduce the pretax profit by $8.24 
million or the net by $1.4 million. 


*Includes general and manufacturing overhead, non-leaf 
su omy and $3 million for depreciation. 

ederal tax amounted to $3.50 per thousand cigarets for 
first 10 months of 1951, $4.00 per thousand for November and 
a About 10 billion of AT’s 129.6 billien sold were 
tax-free. 











like, AT can reduce its debt very 
quickly. And there is something to be 
said for “trading on the equity”: as long 
as American makes its present 8% or so 
on sales, it is to the stockholders’ ad- 
vantage to borrow money at 3.5% in- 
stead of issuing more common and pay- 
ing 8% in dividends for the new capital. 

There is, of course, the Philip Morris 
solution to the cash inroads made by 
expansion and leaf costs (inroads which 
are accentuated by the upward swish 
of Pall Mall and Tareyton, which re- 
quire 15% more tobacco than Lucky 
Strike). This involves the issuance of a 
stock dividend in lieu of part of the 
cash payout. But at this point the in- 
nately conservative and _ institutional 
character of AT’s management asserts 
itself. In Hilyard’s words, a stock divi- 
dend in lieu of cash would be “cram- 
ming financing down the throats” of 
the company’s 75,000 owners, who now 
receive a regular $3 dividend and a 
vearly $1 extra on shares selling at 
around 57, These owners are in large 
part income investors (12% of the com- 
mon is held in trust funds); further- 
more, as last winter’s $50 million stock 
issue demonstrated, they represent a 
source of equity capital which is ob- 
viously “sold American.” And despite 
the $100 million raised on March 5, 
which enabled Hilyard to get com- 
pletely out of (short-term) debt last 
May, capital raising will continue to be 
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a problem as long as Pall Mall goes 
skyrocketing while cigaret prices remain 
grounded. 

Until PM can be priced to yield an 
adequate spread,* then, the great fiscal 
hope is still Lucky Strike. American’s 
stockholders, who get annual cartons of 


TREASURER HILYARD: 





Luckies but never Pall Malls, can un- 
derstand why after comparing pretax 
profits for standard and king-sized 
brands (see box). Last summer in Rich- 
mond’s Cary Street plant, sentimental 
oldtimers painting over the dark green 
Lucky Strike saratogas (blend boxes) 
almost sighed as they laid on the Pall 
Mall red. For the. veterans who grew 
up with Lucky, the new, poshly-pack- 
aged kingsizer is no substitute, however 
successful. And sentiment is blended 
with economics in the behavior of Ed 
Harvey’s sales missionaries, who pay 
Pall Mall and its twin, the cork-tipped 
Herbert Tareyton, virtually no mind. 
About all they do is distribute a double 
display carton that holds both long 


‘brands. For the rest, it’s all Luckies. 


So far, the Pall Mall orphan hasn’t 
needed their enthusiastic attention. Its 
mother was George Hill, but its wet 
nurse was Hahn, who brought up PM 
himself and became AT’s president in 
recognition thereof. American bought 
the name along with the old Butler- 
Butler company in 1907. By the mid- 


*In this connection, American is grateful 
to Liggett & Myers for bringing out its 
king-sized gasper to sell at a penny above 
the standard smoke. If the long Chester- 
field stands up after the curiosity sales are 
over, it will pave the way for a similar 
price differential between the 85 mm Pall 


leaf turnover, debt hangover Mall and the 70 mm Lucky. 
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30s, PM was being turned out in 13 
styles, each an expensive Turkish cig- 
aret. In 1936, perhaps inspired by 
Philip Morris’ success in “trading 
down” a grand: old name, Hill brought 
out a “modern blend” (translation: less 
Turkish) which was completely un- 
cased. The new fag had got up to 750,- 
000,000 units a year when Hill revised 
his inspiration, gave Pall Mall its 85- 
millimeter length, a Burley blend sim- 
ilar to that of Lucky Strike, and the 
direct supervision of Paul Hahn. Sev- 
enty-five salesmen sampled the new 
longie to guests of the nation’s 497 best 
hotels, and the next year, 1940, the 
“longer, more distinguished cigarette” 
was “announced” in four-color ads that 
reeked of white space and “class.” The 
same year Paul Hahn took over as pres- 
ident of American Cigarette and Cigar, 
the subsidiary which still handles Pall 
Mall. Hill and Hahn then staged a 
campaign which was probably the most 
effective in cigaret history, though the 
product then sold in insignificant vol- 
ume. It was “modern design makes the 
big difference,” and billboard copies 
of the ads are still used by Chinese ad- 
men—with the Pall Mall name replaced 
—to plug their own commodities. Pall 
Mall was likened to the modern tank, 
the then-new Garand rifle, the latest 
in aircraft; and the most successful 
radio spot of all time—“on land, in the 
air and on the sea” followed by the 
rising beep, beep, beep ofa destroyer 
whistle—was broadcast 4,490 times ev- 
ery week (a record). When the OWI 
thought the triple beep sounded too 
much like an air-raid siren, Hahn and 
Hill and admanager Allan Garratt 
sounded taps over the classic commer- 
cial. Garratt went off to the Navy to 
recruit Waves, and shortly thereafter 
Pall Mall advertising stopped for the 
duration. 

When Garratt got back, after having 
married one of his 2,000 recruits, he 
was put on Lucky’s Hit Parade: Paul 
Hahn held off Pall Mall advertising un- 
til 1947, when a modest series of half- 
pages exhumed the old “travels the 
smoke further” pitch. Ever since, Pall 
Mall advertising has remained modest: 
the present ad, in only two colors, runs 
once a month in four national maga- 
zines, with supplementary insertions in 
This Week to cover the holes in the 
general periodicals’ coverage of South 
and Southwest. With a national ad-cost 
around 18c per thousand cigarets and 
no local ad expense, Pall Mall spends 
less on media promotion than any other 


*The name traces to the Italian term for 
the game of croquet, Palla-maglio, French- 
iefid as Pale mail. This was Anglicized to 
Pall Mall and applied to the London alley 
where Englishmen once played croquet, 
not to be confused with cricket. 


successful brand with the possible ex- 
ception of Kool. And the sales, having 
scarcely slipped during the ad hiatus 
of 19438-1947, have zoomed at a rate 
unmatched by any cigaret except for 
the 1913-1926 rise of Camel. 

Garratt has no sales force to push 
his self-selling beauty, nor does he in- 
dulge in any special promotions—except 
that the 400 journalist-contributors to 
Pall Mall’s radio-TV whodunit, “The 
Big Story,” get a placque and a carton 
of Pall Malls every three months in 
addition to the five-yard note for their 
stories. Even local newspaper cover- 
age is finessed (most dailies can’t re- 





bottle of-National Dairy’s milk then 
cost about the same as a pack of little 
white slavers, Stevens had to convert 
himself to cigaret selling as completely 
as he converted the milk can top in his 
office, which is now turned upside 
down and used to catch Lucky Strike 
ashes. 

And unlike Garratt, Stevens has to 
try everything to get his brand rising 
again. The object is to reach all seg- 
ments of the national population, which 
he does with a high-class drama show 
(Robert Montgomery Presents), a 
funny panel (This is Show Business) 
and the TV successor to George Hill's 
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Paul Webb, Collier's 


“This means something in the U.S. Army but our 
agents haven’t been able to find out what” 


produce Pall Mall red anyway). Sales 
of the brand, which may tie or beat 
those of Philip Morris by year’s end, 
forced vending machine makers to 
modify their slot sizes without any side 
inducements. 

While Garratt advertises an auto- 
matic winner on the 9th floor, his coun- 
terpart for Lucky Strike fights a hold- 
ing action against the Hump down on 
the 8rd. Unlike most of American’s 
executives, who were virtually weaned 
on tobacco, Al Stevens is an import— 
from National Dairy in 1949. (It may 
be significant that Stevens was the only 
candidate for the job interviewed by 
Paul Hahn; the others talked to Vincent 
Riggio, then president.) Although a 
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Hit Parade. A special effort to reach 
servicemen, Meet the Champ, fell flat 
on its face after a few fast rounds. 
Partly as a defensive measure, Stevens 
diverted $650,000 from other parts of 
his budget to get half-sponsorship of 
the Brooklyn Dodgers’ home games- 
Chesterfield’s raucous sounding-off at 
the Polo Grounds couldn’t be ignored. 
And on the theory that golfers are 
thought leaders, he invented the Lucky 
Strike Hole-In-One Club which pte 
sents a trophy, two cartons of you know 
what and a certificate of membership 
to the perpetrator of every ace cert 
fied by a golf pro. To impress the 
thought leaders, golfer Stevens evet 
debauched the classic LS/MFT to read 
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ADMAN GARRATT: 





PALL MALL, LONDON: 


on the ninth floor, classy design makes the big difference 


“Let's Save More Fairway Turf” in- 
stead of “Lucky Strike Means Fine 
Tobacco.” This year Stevens parted 
with about 2,200 prize boxes at $13 the 
box, but the $28,600 is a drop in the 


nineteenth hole for a brand whose ad — 


bill this year will push $13 million. 
For his $50,000 yearly salary, Stevens 
thoroughly litters his sanctum with spe- 
cial ads intended to cultivate different 
slices of the non-golfing population. At a 
given moment he may be working with 
Sales Chief Ed Harvey on special pos- 
ters for Harlem, or special Spanish ads 
for the Rio Grande border folk, who 
have not been too happy-go-Lucky of 
late. Or he may be working with 
BBD&O on his newest experiment, a 
“class” campaign running in Vogue, 
Harper's Bazaar and Town & Country: 
an elbow-length glove or a blasé face 
with a pack of Luckies front and center. 
Another specialty is his continuing ef- 
fort to get collegians educated to 
Luckies. Oddly enough, the collegians 
go for the doggerel and soft-sell gaiety 
of the original “Be Happy Go Lucky” 
campaign: Stevens and his ad agency 
are even giving prizes for contributed 


jingles. Of 11,165 submitted in the 


ADMAN STEVENS: 


SINGERS COLLINS AND LANSON: 


most recent contest, the best couldn’t 
be used: 

Out here the girls put up a front 

That always meets the eye; 

But we will stick to Lucky Strike— 

They never falsify! 

The effort to get em not too young 
is tricky: last year one of Stevens’ ads 
showed a rosy-cheeked cheerleader who 
looked young enough to be in high 
school. Dozens of parents took pen in 
hand, urged AT to keep its lady nico- 
tine away from their under-aged lassies. 

To reach their more seasoned moth- 
ers who buy smokes along with the 
family groceries (30.9% of cigaret sales 
are now made, by the carton, in super- 
markets and food stores), Stevens is 
getting into Woman's Day, Family 
Circle and Every Woman. And for the 
ladies who never get to the grocery 
store, he has a sideline: Herbert Tarey- 
ton, the king-sized running mate of Pall 
Mall. In between Lucky Strike wor- 
ries, Stevens can relax by thumbing 
through a black folder which contains 
about 40 ads—all practically the same: 
a socialite with a horse or a yacht or a 
hunting dog in the background and 
some “distinguished” copy about Tarey- 





on the third floor, a Hump to be hurdled 
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ton. With these pages, run once -a 
month in sophisticated organs, Tarey- 
ton, which was actually taken out of 
production in 1945, has social-climbed 
from nothing to 10,000,000,000 in six 
years (’51 likelihood: 13,000,009,000) 


Gaspers three 


Along with the malletized Pall Mall, 
this corking upsurge of Tareyton pro- 
vides American Tobacco Company with 
its great fiscal distinction: brand diver- 
sification. At the moment, to be sure, 
the king-sized diversification does not 
yield a standard-brand profit margin. 
But when OPS eventually dissolves and 
the long cigarets can be up-priced with- 
out the special dispensation Liggett & 
Myers wangled for its attenuated 
Chesterfield, American will have not a 
wedge of the newest popular market 
but practically the whole pie. To date, 
the parade of the king-sizers has been 
a staggering one: neither Reynolds’ 
Cavalier, Liggett’s Fatima, Philip Mor- 
ris’ Dunhill or Lorillard’s Embassy has 
done anything but puff up advertising 
budgets. 

If polite Paul (Mall) Hahn can ex- 
ploit American’s expensive production 
setup as a convincing advertising gam- 
bit, he will qualify for a niche in the 
cigaret case next to those of Buck Duke, 
Josh Reynolds and George Hill. So far 
he can only claim that the “downward 
trend in the sales of Lucky Strike .. . 
which began in 1949 has been checked 
progressively in the two subsequent 
years, the rate of decline in each of 
such years being substantially less than 
in the preceding year.” The evidence 
suggests that Lucky has not yet turned 
uphill. American’s first-half sales totaled 
$507 million against $444 million for 
1951’s first sixmonth. But even if sales 
volume remained constant, $30 million 
of the added $63 million would go for 
increased Federal excise taxes ($3.50 
per thousand cigarets in 1951’s first 
half, $4 since last November). Deduct- 
ing 6% for non-cigaret revenue and as- 
suming that Pall Mall and Tareyton 
sold 27,000,000,000 during the ’52 first 
half vs. 22,000,000,000 in the 1951 
period, the remaining revenue indi- 
cates sales of 39,000,000,000 Luckies— 
2,000,000,000 under last year’s first 
half. (Of 1951’s 86,000,000,000 Lucky 
sales, more than 50% were sold in the 
July-December period. ) 

Hahn is obviously less concerned 
with today’s totals than with the long 
haul. Advertising that leaves no hang- 
over and volume growth based on the 
king-sized brands will pay off in the 
long run rather than the short one. 
When the “long run” begins is largely 
up to OPS. Meanwhile, “over the Hill” 
isn’t likely to mean the poorhouse for 
Big Tobacco. 








BANK OF AMERICA’S WENTE: 
his hands were rough enough 


BANK LINEUP 


WHEN THE late Amadeo Peter Giannini 
began to rivet together the Bank of 
America, the story goes, he judged the 
state of a stranger’s credit by the state 
of his hands. If a man’s palms were 
well calloused, he got a loan. Mani- 
cured dandies borrowed elsewhere. 
Last month, into the presidency of 
Giannini’s West Coast empire stepped 
ex-farm boy Carl Frederick Wente, 
whose hands can meet the old man’s 
rough standards. 

A big man with a deep voice, 200- 
pounder Wente looks more like a foot- 
ball coach than a penpusher. With 
A.P. and his son Lawrence Mario 
Giannini, Wente helped build his 
money house into the nation’s biggest. 
From the chair recently emptied when 
L.M. died, he will command $7.5 
billion assets, more than five million 
deposit accounts. 

Balding, dark-browed and forceful, 
Wente quit high school at 18, left 
California’s Livermore Valley where 
his immigrant father farmed to be- 
come a messenger in’ Oakland’s Cen- 
tral Bank. In 30 years, after posts in 
B of A’s Madera, Visalia, Fresno, 
Modesto and Stockton branches, he 
became Central’s president. By 1948, 
the Gianninis tapped him as senior VF 
at the home office. Semi-retired three 
years ago, Wente went back on the 
job “as a matter of duty and. loyalty,” 
has a bare 18 months to serve before 
quitting permanently at 65. 

From the time he sat in as top VP, 
Wente’s outfit grew faster than any 


other major bank—by acquisition, mer- 
ger and expanded services. Gross de- 
posits—$3.5 billion in 1943—swelled 
163.6% to $6.8 billion, assets leaped 
105% by 1951. But to staid and stuffy 
bankers of Manhattan’s lower Broad- 
way, Giannini’s creation has never been 
de rigueur. For investors looking to their 
gilt-edged bank stocks for rock-steady 
dividends and little else, there is some- 
thing uncouth in cyclone growth. Yet, 
if a bank stock is an attractive invest- 
ment for its dependability, a depend- 
able bank stock with a growth and high 
earnings record is even more attractive. 
In the last ten years, while former 
farmer Wente’s outfit sprouted fastest, 


‘what kind of record was chalked up 


by the rest of the top ten banks? 

To audit their relative appeal, 
ForBEs compared 1942-1951 perform- 
ances in five separate categories, lists 
results in Table I. First column shows 
percentage of growth in gross deposits 
whether the increase came from mer- 
ger, purchase of smaller organizations 
or expanded business. In the second 
column is the average ratio of capital 
funds to deposits at risk for the decade. 
Capital funds is the amount of com- 
mon stock equity in capital, surplus, 
undivided profits and unallocated re- 
serves, wherever these are known. De- 
posits at risk are gross deposits less 
cash and government obligations, i.e., 
all deposits which are loaned out to 
non-Federal, private or commercial ac- 
counts. The ratio measures the finan- 
cial strength of a bank, tells how many 
depositors’ dollars are out on loan 
compared with the number held in 
“riskless” investments, As a statistical 
device, Blythe & Company bank an- 
alyst Irene Roberts and others believe 
it to have more meaning in these days 
of large government bond holdings 
than the once popular gross deposits 
to capital funds ratio. 

In the third column the decade’s 
average .return on book value is fig- 
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attracting new capital is too rough 


ured from indicated earnings. Indicated 
earnings are net income from all sources 
after taxes—operations, security or prop- 
erty selling profits or losses. Average 
operating earnings (i.e., earnings from 
operations alone) computed on totd 
assets are shown for each bank in cdl 
umn four as the ultimate measure of 
fiscal efficiency. Final column answers 
the question: How much of indicated 
earnings were paid out in dividends 
for the period? 

In Table II findings for each insti- 
tution are expressed in rank order fo 
each category and a composite rank 
ing is given each bank. Both tables lis 
companies in order of price—earning 
ratio of their common stock. 

The figures underscore two outstant: 
ing facts: (1) Banks may count de 





Guaranty Trust Co. (N.Y...... 
First Nat’l of Chicago 
Chemical Bank & Tr. (N.Y.).. 
National City Bank (N.Y.).... 
Bank of America (Calif.)...... 
Bankers Trust Co. (N.Y.)...... 
Manufacturers Trust Co, (N.Y.) 
Chase Nat'l Bank (N.Y.)...... 
Security-First Nat'l (L.A.)..... 
Continental Ill. Nat'l 


47.8 
48.0 


166.1 
29.2 
94.3 
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Deposit 
Growth 


074% 


53.07 


20.02 
115.38 


Percentage figures in these columns represent each company’s performance fot 
10 years. In Table Il, these percentages are converted to rank-order numbers. 


Dividend 
Fundsto Indicated Operating Payout from 
Deposits Earnings on Earnings en Indicated 
at Risk Book Value Total Assets Earnings 


61.36% 68% 550% 52.51% 
22.07 11.18 408 92.77 
2493 81 464 50.69_ 
24.82 855 889 97.24 
13.90 18.90 .718 56.50 
$5.24 7.18. 556 45.65 
27.87 10.64 410 97.62 
26.48 7.47 857 48.51 
26.92 1181 .505 94.54 
49.04 929 550 47.59 
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posits and assets in billions, but they 
figure profits in mills, (2) Although 
far down the list in stockholder popu- 
larity as measured by what is paid for 
their common stock, the three big out- 
of-New York banks rate the three top 
spots for ten-year performance. By 
following Chairman -W. J. Cummings’ 
Continental-Illinois National Bank & 
Trust Company in fourth place, Man- 
hattan’s Manufacturers Trust Company 
lives up to its recent reputation. It is 
known among analysts as the most up- 
and-coming bank in the East, largely 
due to President H. C. Flannigan’s 
habit of acquisition, To become fourth 
biggest in New York, the house merged 
with Brooklyn Trust Company in 1950 
(by trading shares one-for-one and 
paying BTC holders an added $183 
in cash), after purchasing the assets 
and liabilities of Long Island’s Stand- 
ard National Bank in 1942, Brooklyn’s 
Flatbush National in 1946, New York’s 
Fidelity National Bank in 1947, and 
National Bronx Bank of The Bronx in 
1949. 

In the same decade, Manufacturers’ 
net operating earnings sunk from 


.00528c per dollar of assets to .00451c- 


last year—averaged .00410c. Under the 
Gianninis, a far better record was tal- 
lied by satistically first Bank of Amer- 
ica which averaged .00718c in ten 
years. Highest earnings for the West 
Coaster came in 1949 (.00968c), low- 
est in 1945 (.00492c). In view of his 
company’s recent earnings record, it 
is understandable that crisp-spoken 
Wente calls his outfit “the best and 
most competent bunch of working 
bankers ever gathered in one organiza- 
tion.” 

Wente’s bunch allowed Chairman J. 
Luther Cleveland’s Guaranty Trust 
Company to take first place in just 
one category—capital funds to deposits 
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YONKERS CENTRAL NATIONAL CUSTOMER: 
profits in mills per dollar instead of in pennies 


at risk—with a solid 61.86%. Here Bank 
of America, which has never been 
noted for excessive conservatism, placed 
tenth. Despite its cautious lending pol- 
icies, Guaranty, along with Continental 
Illinois, flashed third-best earnings on 
assets. Judged by dividend payout, 
Cleveland’s crew earned its top popu- 
larity on the market by mailing out 
52.51% of indicated earnings. Next in 
line for liberality is 129-year-old Chem- 
ical Bank & Trust Company, which 
paid out 50.69% of earnings. Chairman 
N. Baxter Jackson and other directors 
can wistfully reflect earnings would 
likely be somewhat higher than their 
fifth place .00464c if the company had 





Guaranty Trust Co. (N.Y.)....... 10 
First Nat'l of Chicago.......... 6 
Chemical Bank & Tr. (N.Y.)..... 5 
National City Bank (N.Y.)....... 4 
Bank of America (Calif.)........ 1 
Bankers Trust Co. (N.Y.)........ 7 
Manufacturers Trust Co. (N.Y.).. 3 
Chase Nat’l Bank (N.Y.)......... i) 
Security-First Nat'l (L.A.)....... 2 
Continental Ill. Nat’L........... 8 





II. BANK RANKING, BASED ON 1942/51 


Capital Earn- Operating Payout Market 

Funds to ings on Earnings from Price per 
Deposit Deposits Book on Total Indicated $i of 
Growth at Risk Value Assets Earnings Earnings 


Rank order numbers in the five columns are based on performance figures in 
the corresponding columns of Table I. Column 6 shows price-earnings ratio of 
common stock, computed on the basis of the last full year of earnings as reported 
or estimated. Column 7 averages the rankings in the first five columns to arrive 
at a “composite ranking.” ; 


Indicated Dividend 


Complete 
Ranking 


+ 3 2 $16.93 5 
9 a. ae 16.13 9 
7 7 5 8 13.52 6 (tie) 
8 6 8 8 12.79 8 
10 1 1 1 12.60 1 
3 9 2 6 12.53 6 (tie) 
4 4 6 7 12.45 4 
6 8 9 4 12.13 - 10 
5 2 4 9 11.67 2 
2 a: 4 5 10.76 8 
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stuck to chemical making back in 1828. 

Excelling only in return on book value 
(second with 11.81%), but with a re- 
spectable fourth in earnings (.00505c) 
Chairman George M. Wallace’s Secur- 
ity-First National of Los Angeles placed 
second overall. Despite its record, the 
California company is ninth in investors’ 
hearts, as measured by price-earnings 
ratios. 

Aside from fiscal comparison, only 
six institutions—Chicago’s First Na- 
tional, Manufacturers, National City, 
Security-First National, Bank of Amer- 
ica and Continental-Illinois—command 
prices higher than their boek values. 
The other four sell at discounts to 
stockholders’ equity, a state of affairs 
plaguing many moneymen. 

As a result of this condition, says 
Chase Chairman Winthrop W. Aldrich, 
“it is increasingly difficult to attract 
new capital in the highly competitive 
investment market, except by offering 
stock at a price substantially less than 
the fair values represented in the share- 
holders’ equity.” 

He blames heavy taxation under 
which banks “cannot build up capital 
funds from earnings at an adequate 
rate and at the same time pay satis- 
factory dividends.” 

While Aldrich calls for a “prompt 
consideration to a thorough revision of 
tax legislation as it affects commercial 
banks,” third-quarter earnings of New 
York banks promise to rise about 17%. 
Demand for public and private credit 
continues high, despite the Federal 
Reserve's tight money policy, which 
holds the interest rate up. Average loan 









volume is bettering 1951’s by 11%. Bor- 
rowings are being renewed at higher 
rates, and last month the Treasury 
outlined plans to refund 1%% 12-month 
certificates for 14 months at 2%%. The 
larger banks benefited most from this 
situation, since they service more in- 
dustrial accounts, and also take the 
lion’s share of the national debt. 

If bigger banks basked in a sunnier 
outlook for the short term, judiciary 
subcommitteemen for the House of 
Represeentatives were not sure they 
wanted them to get any bigger. In 30 
years, they reported last month, the 
80,000 banks in business in 1921 have 
shrunk to 15,000. More than half of 
U.S. counties had three or fewer banks 
in 1950, while 76 counties had none. 
Two explanations for the “unremitting 
trend toward merger” were given: (1) 
Where shares sell below book value, 
stockholders able to realize full net 
worth through consolidations have been 
highly receptive to mergers. (2) Many 
banks desire to expand capital, deposits 
and branches by acquiring competitors. 

To halt the trend, probers suggested 
laws compelling Federal banking au- 
thorities to eye each proposed merger 
to determine if it will lessen competi- 

. tion or tend to create a monopoly. 

For Wente on the West Coast, any 
such law may easily furnish a bigger 
job than that of choosing a successor 
by 1954. Since financially-foremost 
Bank of America grew big by annex- 
ing 529 branches, its new topman may 
have to alter the bank’s “fundamental 
ideals”—first of which is growth. 


SUBURBAN PROPANE 
BLOWS HOT 


LaTE IN THE 1920s, Mark Anton, a 
prospering young manufacturer of auto 
accessories, began to build a home in 
the outskirts of West Orange, New Jer- 
sey. Like most bubbles of the madcap 
’20s, this one seemed doomed to burst. 
Anton had more assiduously surveyed 
the gently rolling landscape than the 
hard practical problems. Chief among 
these difficulties were the city gas mains 
which did not reach within a quarter- 
mile of the house. 

Anton could discover but two solu- 
tions. One was to use another form of 
fuel, like wood, coal or kerosene. At this 
answer Mrs. Anton bridled. The other 
was for Anton to extend the gas mains 
himself. This time his pocketbook pro- 
tested. 

Squirming on the horns of this di- 
lemma, Anton searched for another out. 
Accidentally he ran into the name LPG, 
and set out to learn what he could 
about it. Liquified petroleum gas was 
still a new product for gas companies. 
In 1922, the petroleum industry mar- 


keted but 22,641 gallons and LPG re- 
ceived its first real boost only in 1928. 
In that year Phillips Petroleum turned 
to the home market to dispose of excess 
propane and butane. Phillips had 
brought out seasonally tailored gaso- 
line: more volatile in winter than sum- 
mer. The difficulty was disposing of the 
LPG removed for summer months. 
First the aggressive young company 
tried to sell the product as an enriching 
fuel. This failing, ructious Uncle Frank 
Phillips turned to the off-the-gas-main 
market. It was here that short, bull- 
necked former high school wrestler 
Mark Anton entered the picture. With 
his wife as his first customer, enthusias- 
tic propaner Anton formed the Surbur- 
ban Gas Company. And despite the 
refusal of Newark’s largest bank to 


SUBURBAN’S MARK ANTON: 
through the pince-nez, a vision 


grant a $5,000 loan for a hair-brained 
idea, Anton incorporated his stumbling 
distributing company the following 
year. 

The enterprise was strictly a one-man 
operation, with Anton as salesman, en- 
gineer, installation crew, appliance dis- 
tributor, office manager and accountant. 
For ten years Anton’s greatest obstacle 
was a balky public. But by 1940, the 
cleanliness, convenience and reasonable 
cost of LPG won over consumer accept- 
ance. People were buying appliances 
and LPG from Anton without question. 

But even by 1945 Surburban Gas 
was small and Anton peered through 
his pince-nez at a big vision. He wanted 
to compound his one-ringed show into 
Barnum and Bailey. 

Phillips provided the opportunity. 
Phillips had moved East from its nor- 
mal Midwestern market only as an ex- 
periment in unloading LPG. Now it 
was ready to go home-—if it could sell 
its Eastern distributing facilities. 
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Anton was a buyer minus means, 
Therefore he turned to tall, suave R, 
Gould Morehead, who led him through 
the labyrinths of Wall Street to East- 
mar. Dillon’s door. ED underwrote An- 
ton to the tune of $13 million and 
Surburban Propane was launched. 

During 1946, Surburban Propane’s 
first year of operation, the company 
chalked up $5.7 million sales, earned 
$1.02 per share and distributed 39 
cents to stockholders. Since then, sales 
have increased yearly until SP reached 
$15 million last year and Anton is 
shooting at $25 million for 1952 as he 
services his quarter-million customers. 
Dividends have increased yearly and 
the stock is now on a $1.20 basis, The 
stock, bid 17%, is near its all-time high 
of 18 reached this year. 

Net per share more than doubled in 
four years (1949 peak: $2.21). The 
conversion of preferred steck and war- 
rants sufficiently diluted the common to 
knock a nickel off net in 1950; and fur- 
ther dilution plus last year’s tax and 
profit margin pain sliced net to $1.60 in 
1951. But the company jumped back on 
track again this year with an upside 
six-month 76 cents per share (against 
71 cents in 1951). And the heavier vol- 
ume second half is yet ahead. 

The company has constantly ex 
panded through developing new uses 
for propane, increasing sales to individ- 
ual purchasers and through the acquisi- 
tion of smaller companies. Already the 
largest distributor in the field, SP closed 
out 1951 by purchasing Rulane Gas 
Company with its 68,723 customers. 
Rulane’s ownership throughout the year 
would have increased net by 30 cents. 

Anton is equally active in finding 
new uses for his product. He talked 
several Eastern rails into de-icing their 
switches with propane; and he brooded 
over poultry farmers until they heated 
their hen roosts with the same fuel. And 
now he has Connecticut River shade 
tobacco growers curing their leaves 
with LPG. 

The results of energetic Mark Antons 
campaign show up in sales figures. Last 
year was a banner one for LPG. Sales 
by volume were up 21.4% throughoul 
the country. On the Eastern Seaboard, 
where Anton markets, sales inched uP 
only 4.1%. Yet SP, without Rulane, 
jacked gas volume up 22.3%. 

Anton can crow with his LPGassed 
roosters. He made this showing without! 
the benefit of important propane sales 
for internal-combustion engine 
Countrywide, this usage doubled ove! 
the last year. But Anton does not pres 
sales of propane for tractor fuel because 
of the relatively few mechanized farms 
in his marketing territory. 

Anton’s largest single source of sales 
is the home; and homes mean appli 
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ances. Last year while gas and electric 
appliance sales slid 20% and 25%, Anton 
jacked up dollar volume on gas gadgets 
6.2%. But appliance sales are only a 
means to an end for SP. “First and 
foremost, we're in the gas business,” 
snaps Anton. “We'll gladly accept all 
profits on appliances,” he adds, “but 
every dollar we make on them we 
throw into a campaign to sell more pro- 
pane.” 

But with diversification in the air, 
Anton is trying to cook with another 
gas—anhydous ammonia. Last year he 
constructed three distribution plants 
and three more are on their way up this 
year. Handling this gaseous fertilizer 
presents the same problems as propane, 
and Anton is an old hand at that. With 
agriculture more intensive than ever, 
Anton is not the only one to see a bright 
future for the fertilizer business. “We 
don’t look for results in *52,” predicts 
the balding, ruddy prexy, “but watch us 
in ’53 and ’54.” To listen to Anton, one 
can watch SP blow hot with all its 
gasses. 


NIPPON BOWS 


Since War II, holders of Japanese 
bonds have . watched the market 
prices of their investments fly up and 
down like Canadian oils. Each settle- 
ment rumor raised a wave of specula- 
tive enthusiasm that drove prices like a 
clipper in a high wind. On September 
26, the ship sighted port and prices 
soared as much as $6 on Tokyo 5s and 
$5 on Ujigawa Electric Power 7s and 
Yokohama 6s. The bonds continued to 
boom as the agreement was made pub- 
lic, a continued weak bond market not- 
withstanding. 

The settlement offered everything 
holders could hope for. Beamed one 
American negotiator: “The highest pos- 
sible ratio at which settlement could 
be expected.” Except for the delay in 
interest payment and a ten-year exten- 
sion of maturities, investors would 
pocket all interest and principal the in- 
dentures promised. For Americans, it 
meant $67.6 million principal plus $36 
million interest; for the English, $225 
million and $112 million interest. The 
Japanese Government, which has as- 
sumed responsibility for all the obliga- 
tions, signed for interest at double rates 
for the next ten years to compensate 
for the ten missed years, regular rates 
thereafter. And Nippon would fork up 
principal in full at the new maturity 
dates, 

France, with a modest $2 million 
still unsettled, sounded the one sour 
note. “Unfounded discrimination,” 
moaned André Ernest-Picard. In reply, 
Nipponese Ambassador Juichi Tsushima 
denied $500,000 of the debt even 
existed. For the rest, a bond parity of 
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PRECEDING PERIODS. 


DESIGNED BY PICK.» N.Y. 


Map shows business trend in 87 separate areas, each of which is an 
“economic unit” where conditions depend on the same key factors. 
The index reflects business as it was during the last week of Sep- 
tember. N.B.—Area indexes require a consistent movement for two 
months to register an improvement or a decline. 


THE ECONOMY 


As BUSINEss inched uncertainly up- 
ward last month, there were nearly 
inaudible rumblings at the nation’s 
core. The Forses Index shows a 
tentative gain of 2%. Farmers clear- 
ing out old stores to accomodate the 
new harvest found little to cheer 
about. And, ironically, their murmur- 
ings were not prompted by misfor- 
tune but by the world’s overflowing 
breadbasket. Expected results: (1) 
A promise of bumper domestic crops 
assured agrarians prices will not ex- 
ceed parity. (2) Grain exports, like 
all others, are off. In some areas last 
summer’s drought forced cattle sales 
at losses by curbing feed supplies. 
While Midwesterners worriedly 
gathered in the sheaves, economies 
in major cities slowed in sympathy. 





Ten Best Cities 
(Percent Gain Over Last Year) 


Albuquerque, N. M. (5)..... 14% 
Chastaston, GS. Cu2 05.0 cisccs 13 
Se ee eee 10 
Toosom Agiz. (2)..0.002<020- 10 
Jacksonville, Fla. (2)........ 8 
eS en eee 8 
OS eee 7 
Bismarck, N. D. (2)......... 7 
pene ee 7 
Birmingham, Ala............ 7 


(In parentheses: number of succes- 
sive months listed in this column.) 


From the month before, Wichita and 
Kansas City slumped 11%; Omaha, 
Chicago and Peoria, 4%. In Texas, 
where foodstuffs are important, 
Houston and Amarillo fell 6% and 
4%, respectively. 

Except for New England—back in 
the loss column after one month’s 
recess—the Midwest’s 1% drop from 
a year ago stood alone. Gains for the 
ten best cities over the year were 
bigger than declines but no clearcut 
movement could be claimed. Wher- 
ever activity spurted, its advance 
was nearly counteracted elsewhere. 
Reacting to back-to-normal steel out- 
put, Fort Wayne, Grand Rapids, 
Charleston, Birmingham and Syra- 
cuse-Utica forged ahead for the 
month. Pueblo climbed to quick re- 
covery after John L. Lewis’ miners 
ended their memorial holiday. 


Zone Indexes 
( Percent Sones from Corresponding 


Months Last Year) 
July Aug. Sept. 
New England. —1% 0% —1% 
Middle Atlantic +2 +6 +83 
Midwest ..... 0 -8 -l 
South Central. +8 +4 +42 
0 0 +2 +4 
North Central. +4 +8 0 
Mountain .... +1 —l +8 
Pw onc +6 42 +42 
NATIONAL 
INDEX ... +3% +38% +42% 
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527 francs to 100 yen was established 
in 1932. But since then inflation has 
generated even more steam in Japan 
than in France. Parity is now 103 
francs to 100 yen. Question: For what 
to settle? 

But for American investors, hungrily 
eying the 20 and 25% yields on some 
Japanese stocks, it was a bow in the 
right direction and could even lead to 
some Curb listings. 


TIMKEN’S SPINNING 
AXLE 


WuiLE ubiquitous older brother Wil- 
lard F. Rockwell chairmaned his many 
interests, Timken-Detroit Axle presi- 
dent, Tufts-trained Walter F. Rockwell, 
led the company to the second-best 12 
months of its 43-year history. Engineer 
Rockwell has passed 33 of his 43 years 
on TDA’s payroll, the last 12 as presi- 
dent. 

During these years Timken, with the 
aid of high war and postwar demand, 
has jacked itself up to a new earnings 
plateau. After a piddling 98 cents a 
share in 1940, the company averaged 
$2.41 per share from 1941 to 1952. 

For the year ended June 30, 1952, 
curly-haired Walter Rockwell conveyed 
cheerful tidings to stockholders. After 
a slow start, earnings improved quarter 
by quarter, totaled $3.02 for the year, 
22% better than a year ago. Sales did 
even better, soared 69% to $233.3 mil- 
lion. While 53% of sales were to Uncle 
Sam, civilian items still managed to 
inch up 4.6%. And what Uncle gives, he 
takes back in full measure: taxes 
boomed 142.5% to $8.60 per share. But 


TIMKEN’S ROCKWELL: 
he has a heated future 


despite the profit squeeze on govern- 
ment work, the company improved its 
pretax margin to the best level since 
1948. 

Despite the last quarter, when oper- 
ations were hamstrung by the steel 
shortage, Rockwell envisions a rosy 
future. A $247 million backlog promises 
capacity production for the rest of the 
year. And the doubling of truck usage 
by 1975, as projected by the Paley 
Report, would ensure demand for 
TDA’s principal product, truck axles. 

For the company’s most vigorous nod 
toward diversification, automatic resi- 
dential heating equipment, Rockwell is 
enthusiastic. With sales already push- 
ing $50 million, demand is due to in- 
crease. Rockwell explains: “Today auto- 
matic heating is installed in practically 
all new residences, indicating strong 
and continuing potential demand. This 
division is energetically expanding both 
its line of products and its sales out- 
lets.” He modestly adds, “Its business 
prospects for the current fiscal year and 
longer future are favorable.” 


PARADISE LOST? 


PARADISE erupted into a smoke- 
wreathed inferno last week when the 
issue of Presidential campaign contri- 
butions slow-burned its way off the 
front pages into Hollywood. The deton- 
ators: Warner Brothers workers. Their 
charge: management had “pressured” 
them to kick into the Eisenhower-Nixon 
kitty. “A direct violation of our con- 
tractual relations,” thundered Roy M. 
Brewer, chairman of the AFL Film 
Council, an amalgam of 27,000 flicker 
factory hands. 

Freres Warmers volleyed right back. 
Their salvo: “We ... campaign as 
volunteers for . .\. Eisenhower . . . ask 
friends and volunteers who feel as we 
do to join us. . . .” As Brewer fumed 
and bulled the set-to on to its next 
canto, a hearing before the Association 
of Motion Picture Producers, some ob- 
servers thought he sounded more like 
a panhandler hustling the competition 
off his side of the street than an in- 
censed labor shepherd. Reason: Brewer 
is co-chairman of the Hollywood-for- 
Stevenson-Sparkman Committee. 


GOODBYE, RIVER 


WirHout warning, Dan River Mills’ 
controversial President Russell B. New- 
ton quit his job last month. Leaving 
the $80 million company’s Danville, 
Va., headquarters, the man who com- 
mented most on textiles’ archaic pro- 
duction and selling techniques in his 
three short years at the top had noth- 
ing to say. Rather than replace him 
at once, the corporation, which claims 
to be the world’s biggest cotton spinner 


80 


and weaver, made com la 
Frank Talbott, Jr., board chaizmen, fk 
the presidency blank. 

Brought to Dan River in 1941 from 
Bibb Manufacturing Company, where 
he developed a cotton cord to increase 
auto tire life, Newton was known to 
millmen as “one of the nation’s top 10 
production wizards.” He took over Dan 
River when the late George S. Harris 
became chairman, set about turning 
traditional trade patterns upside down 
(see Forses, June 15, 1951, p. 22), 
While all cloth-makers have been con- 
tent to let high fashion dictate color 
and weave, new-broom Newton con- 
tended mill-designed fabrics could de- 
termine styles if Paris and Londo 
salons were properly exposed to them. 

With his revolution, Newton’s sales 
bolted from 1949’s $64 million to $88 
million in 1950, $112 million last year. 
But so did most other millmen’s. h 
pre-Newton days, Dan River got along 
with three sales managers in 30 years. 
To jam his radical policy down the 
throats of a seemingly reluctant team, 
Russ ran through five. 

Despite Newton’s reign of terror, his 
crust-busting netted Dan River no more 
prosperity than other textilers enjoyed 
when domestic and world markets 
skidded this year. In 1952’s first 2 
weeks, sales slipped to $45.9 million 
(they were $59.2 million in the 1951 
period). Net was a skimpy $405,921 
compared with $3.4 million, 22 cents 
vs. $2.22 a share. Ironically, Newton’ 
critics say he wrapped too much d 
Dan River’s $20 million post-War I 
improvement purse in plants and ware 
houses, too little in production facilities, 
at which he once showed “genius.” 


DAN RIVER’S NEWTON: 
he was a crust-bustt 
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——LABOR RELATIONS 





**Productivity Raises”’ 


Tue labor relations corral has a 
tough and rough bronco in its midst, 
and he’s giving management quite 
a tossing around at the bargaining 
table. The “colt” that’s kicking up 
such a cloud of dust is “Productiv- 
ity Raises.” After lying dormant dur- 
ing the steel crisis, unions are back 
in the saddle with a duffle-bag full 
of new pressures for pay hikes. And 
leading all the rest is a demand for 
an annual two to five per cent in- 
crease in wages on the grounds that 
the nation’s industrial output is ris- 
ing. The “productivity,” or “annual 
improvement factor,” as it’s some- 
times called, is pretty high-fallutin’ 
economics. It shows how far collec- 
tive bargaining has come since the 
days when the “give and take” dealt 
simply with across-the-board boosts 
and fringes like vacations, holiday 
pay, etc. 

To investors, an understanding of 
the productivity issue should be 
more than an intellectual exercise. 
There are dividends at stake. But 
we're getting ahead of the story. 
Let's get down to fundamentals 
through the following questions and 
answers based on some Forses in- 
terviews with a half-dozen industrial 
relations experts: 

Q. What is productivity? 

A. Simple to state but hard to 


measure. Most people think of it as» 


the process of turning out more 
things in less time. Or, if the trend 
is reversed, turning out less things 
in more time and thus adding to 
labor cost. 

Q. Why is productivity a current 
issue? 

A. It’s the new fashion in union 
demands. Organized labor believes 
that the worker should share in the 
over-all improvement in output 
which has been going on in this 
country for the last 50 years. 

Q. What started this “demand” by 
the unions? 

A. The General Motors contract 
of 1948. Here, the company agreed 
on an “annual improvement factor” 
(same as productivity) of 4c a year 
on the grounds that the over-all 
national economy is getting more 
efficient, and that General Motors 
could afford to give the raise with- 
out increasing its costs. 

Q. Did many companies follow 
the GM pattern? 


A. Not yet, but the pressure is on. 

Q. What causes “increased pro- 
ductivity”? 

A. Three things: (1) increased 
effort by the employee; (2) better 
methods and management; (3) new 
and better machines. 

Q. If a company has an incentive 
system, can’t the worker put in more 
effort and get a bigger slice of “take- 
home”? 

A. Yes, but labor is not talking 
about that kind of productivity. The 
union position is that productivity 
for the whole nation is improving 
because of better methods and ma- 
chines and the employees should 
share in that improvement. 

Q. How do we know that national 
productivity is increasing? What 
statistics are there around to prove 
it? 

A. A good question. We don't 
know exactly. Chief sources for sta- 
tistics are government, and even 
here the figures are pretty sparse 
and behind the times. The Bureau 
of Labor Statistics issues annual 
reports on some 40 industries and 
makes some special studies in addi- 
tion. The annual reports show that 
most industries advanced in produc- 
tivity by about 2% annually on an 
average from 1929 to 1950. The 
Department of Commerce came out 
with a 2% per year estimate between 
1929 and 1950-—same as the BLS 
figures, though calculated by a dif- 
ferent statistical method. 

Q. If I grant a productivity in- 
crease, does that mean the em- 
ployees will work harder? 

A. Not necessarily. Particularly if 
it’s tied to national productivity. 
What you might get in return is less 
union resistance to the installation 
of new machines and better manu- 
facturing methods. 

Q. What if productivity in a par- 
ticular plant or a particular industry 
hasn’t gone up? 

A. Unions are not concerned with 
productivity in individual plants or 
industries. Their position is that as 
a nation our productivity has been 
going up and therefore all workers 
should benefit through such raises in 
more or less equal measure. 

Q. Is this productivity business 
applicable only where there is no 
incentive system at work? 

A. No. Unions want to apply 


these over-all pro- 
ductivity boosts 
to all plants re- 
gardless of wheth- 
er they are an 
incentive or not, 
whether or not 
your industry fig- 
ures go up or down. 

Q. If productivity is the result of 
technological development, should 
labor get a major share of the sav- 
ings, through increased wages? 

A. According to a monograph just 
published by Rudge, Fisher and 
Neblett, management consultants: 
“Labor makes only a minor contri- 
bution to increased production per 
man hour. Increased productivity is 
primarily the result of new capital 
investments, better management util- 
ization of plant and equipment, in- 
flationary trends, research and inven- 
tion, salesmanship, etc. The combi- 
nation of these elements adds up to 
a productive company, industry or 
nation. 

Q. How do investors come into 
the picture? 

A. Very simply. The investor 
proffering his money for stocks 
helps the company buy new equip- 
ment, expand operations and thus 
increase output. Many businessmen 
feel that if any group is entitled to 
“productivity raises” it is stockhold- 
ers, in the form of higher and more 
consistent dividend payments. This 
in turn will encourage the inflow of 
more capital and increased improve- 
ments in manufacture or services. 
Workers will automatically benefit 
through greater security and a high- 
er standard of living. 

A. Do unions have much chance 
of getting their demands on produc- 
tivity boosts accepted by many man- 
agements? 

A. Right now it’s hard to say. 
The Wage Stabilization Board is 
wrestling with the problem. If it 
gives the green light to such hikes 
through a change in current regula- 
tions then the dikes will have been 
opened and not many companies 
will be able to resist the pressures 
that will follow. The Board itself is 
split on the issues with members dis- 
agreeing among themselves over the 
role that labor should share, wage- 
wise, in increased national produc- 
tivity. 


Lawrence Stessin 
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ADMIRAL UNDER FULL 
SAIL 


Wuen broad-shouldered, athletic-look- 
ing Ross David Siragusa started Ad- 
miral in 1934, the company was the 
sickliest baby among 50-odd not-too- 
prosperous radio manufacturers. Then 
Admiral scratched along on $3,400. To- 
day, with $70 million assets, the com- 
pany is the bad boy of the television in- 
dustry. 

Admiral limped along until 1939 
when the company made its first real 
noise with a combination radio-phono- 
graph for $55. It was $45 cheaper than 


any competitive model, But War II and 
government contracts made the com- 
pany a real bumptious war baby. 

The big test came when defense 
work ended. Siragusa took $750,000 of 
his $2 million war profits and spread it 
thickly on a high-pressure advertising 
campaign. It was an effort to whet an 
already hungry public appetite for new 
appliances—appliances with the then 
unknown name of Admiral on them. 
The company did not even own a line 
of refrigerators or stoves. But by 1951, 
20% of Admiral’s $185.9 million sales 
were in refrigerators—5% of the industry 
total. 





“WHITE SPACE” 


White space is what an advertiser 


buys from a publication. 


From an advertising agency he buys the 
ability to use that space effectively 
...- an understanding of how people 


react, and why. 


Based on that understanding, art and 

copy sell... whether you’re selling 
municipals or mutual funds, common stocks 
or commodities, shoes or ships or sealing wax. 


Without it, art and copy are just words 


‘and pictures. 


To our clients, and to interested prospects, 
AF-GL offers 80 years of experience in 
accumulating and applying that understanding. 


AF-GL 


ALBERT FRANK - GUENTHER LAW, INC. 
Advertising e 131 Cedar Street, New York 6, N. Y. 


PHILADELPHIA - 


BOSTON +- WASHINGTON + CHICAGO - SAN FRANCISCO 
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It was not until 1948, however, that — 
Admiral found its big volume item- 
television sets. Big, bulky expensive 
consoles were already on the market, 
But no one produced small low-priced 
table models. Siragusa bulled through 
the gap; with low prices and aggressive 
merchandising he had Admiral produc. 
tion lines clicking out 100,000 sets a 
month by late 1950. 

Decline in demand hit Admiral with 
the rest of the industry in the second 
quarter of 1951. But with inventories 
and buyers back on beam again now, 
Admiral is once more helping lead the 
parade. For his company (Siragusa 
owns over 40% of the stock) Siragusa 
is predicting 13% of the total market- 
estimated at 6,000,00 to 8,000,000 sets 
for 1953. 

He also sees a better second half than 
the first, when sales ran $83 million, 
earnings $1.31 a share. And this show- 
ing should evolve despite six weeks 
without refrigerator billings (sold out), 
three weeks without television (new 
models), and the cost of launching a 
new TV line. Like auto manufacturers, 
Siragusa brings out a new line a year. 

But with his postwar advertisements 
still in mind, the wavy-haired prexy 
still has another crease for the appli 
ance industry. January 1, he promises 
a new line of home freezers, room ait 
conditioners and dehumidifiers. 


HIGH SPEED ZONE 


Ear.y next year, believe many Detroit 
automen, controls will be lifted and 
auto production will shift from its pres- 
ent patrolled pace to an open road race. 
What the motor men are doing nowis 
based on that assumption: 

General Motors, which will revive its 
annual auto show next January at New 
York’s Waldorf, has been concered 
about Chevrolet ever since Ford came 
out last winter with a restyled model 
There has been some talk of a V4 
engine to match Ford’s; but even if # 
new engine can’t make the 1953 
Chevvy in time, the No. 1 small car’ 
body will be redesigned to give it more 
of a “big car” look. Last year Chewy 
outproduced Ford 5 to 4 (1,067,000 to 
862,000); as September ended, Ford 
had narrowed the margin to 6 to 5. 

GM’s other lines—Cadillac, Buick 
Pontiac, Oldsmobile—would also get 
thorough overhauls. Caddy and Buick 
will get more horsepower. Pontiat, 
which maintained its fifth-place spo 
over Dodge during 1952’s first three 
quarters, is due for more len 
more width, more horsepower and les 
height. Oldsmobile, which has increased 
its lead over Mercury for seventh pos 
tion, will probably show the fewes 
changes. 

Just as busy as GM was Chryslet 
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1929 1.705 .50 
1930 2.46 1.00 
1931 3.265 1.40 
F 1932 1.83 1.00 
pe 1933 1.33 1.00 
- 1934 1.90 1.00 
Tes: 1935 1.66 1.00 
. Every year since this company’s stock was first of- 1936 2.25 1.50 
. fered to the public in October, 1928, it has paid a pad oo ee 
e its dividend on its common stock. 1939 1.76 1.00 
New dai ; 1940 1.80 1.25 
med In 1928, Sylvania was principally in the incan- 1941 1.78 1.25 
ame descent lamp and radio tube business. Today, 1942 1.76 1.25 
del. Syivenie t ae di Sensei 1943 1.79 1.25 
vs y - is a leader in lighting, re io, electro ics, 1944 2.04 1.25 
if a television. ‘Tomorrow, Sylvania will be a leader in 1945 2.05 1.25 
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10 to 1950 5.37 2.00 
Ford 1951 4.18 2.00 
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whose four divisiens were trailing 
Ford’s three, 649,000 cars to 659,000, 
as the September quarter ended. Dodge 
and Plymouth were holding their own, 
but DeSoto had slipped behind Cadil- 
lac and Chrysler’s lead over the fin- 
tailed phenom, 3 to 2 in 1951, had 
shrunk to 9 to 8. The remedies were in 
the works: more horsepower and “more 
continental” styling. But model change- 
overs were slowing Chrysler output 
while Ford, which had done its chang- 
ing last December, was making hay 
with the statistics. 

Most of Ford’s 1952 increase will 
come in Fords. Lincoln’s “modern liv- 
ing” ads and cross-country promotion 
has not yet posed a threat to Cadillac, 
which outsells it 3 to 1. But next year’s 
Lincoln engine will match Cadillac’s in 
horsepower (target: 210). And Lin- 
coln is one of the few cars certain to 
ring up better production figures for ’52 
than for ’51. 

Among the independents, Studebaker 


had really reached a crossroad. After 
seven years with the same body shell 
(see Forses, June 15, 1952, p. 18) 
Stude had to put up or shut up with a 
new car. Its 2.1 to 1 lead over Hudson 
had been chipped to 1.8 to 1, and Hud- 
son’s A. E. Barit had himself announced 
a new lightweight entry unofficially 
called “the Bee.” 

During controlled 1952 Nash had 
seen its net sliced almost in half, but 
had narrowed the auto gap with Stude- 
baker from 3-to-2 in ’51 to 11-to-9 this 
year. Nash, too, would put pressure on 
Studebaker with a redesigned Rambler. 

For the nth time, auto economists 
were predicting that the seller's motor 
market was about to turn into a buy- 
er’s one. Whether price competition 
would come next year was a question: 
but there was no question about the 
model competition coming up for ’53. 
There would be more “new” cars for 
small boys to gape at than there have 
been since 1940. 











sales to dealers, the conc i 


This announcement is neither an offer to sell nor a solicitation of an offer to 
buy any of these Shares. The offer is made only by the Prospectus. 


3,180,188 Shares 


Socony-Vacuum Oil Company, 
Incorporated 
Capital Stock 


($15 Par Value) 


Rights, evidenced by subscription warrants, to subscribe for these 

shares have been issued by the Company to the holders of its Capital 

Stock, which rights will expire at 3:30 P.M. Eastern Standard Time on 
October 14, 1952, as more fully set forth in the Prospectus. 


Subscription Price $31 a Share 


The several underwriters may offer shares of Capital Stock at prices not 
less than the Subscription Price set forth above (less, in the case of 
7 





DILLON, READ & CO. INC. 
BLYTH & CO., INC. 
HARRIMAN RIPLEY & CO. 
Incorporated 
LEHMAN BROTHERS 
SMITH, BARNEY & CO. 
UNION SECURITIES CORPORATION 
DREXEL & CO. 
WERTHEIM & CO. 


September 26, 1952. 








either the last sale or current offering price on the New York Stock 
Exchange, whichever is greater, plus an amount equal to the applicable 
New York Stock Exchange commission. 


Copies of the Prospectus may be obtained from only such of the 
undersigned as may legally offer these Shares in compliance 
with the securities laws of the respective States. 


MORGAN STANLEY & CO. 


GLORE, FORGAN & CO. 
KIDDER, PEABODY & CO. 
MERRILL LYNCH, PIERCE, FENNER & BEANE 


STONE & WEBSTER SECURITIES CORPORATION 


EASTMAN, DILLON & CO. 


d to dealers) and not more than 


THE FIRST BOSTON CORPORATION 
GOLDMAN, SACHS & CO. 


LAZARD FRERES & CO. 


WHITE, WELD & CO. 
F. S. MOSELEY & CO. 
DEAN WITTER & CO. 














BURIED TOMBSTONES _ 


At THE head of Wall Street, Trinity 
Church steeple pricks the Manhattan 
sky. And this month, by Washington 
edict, the markers in its ancient grave- 
yard will be the only tombstones in 
the financial district. The occasion: 
Security and Exchange Commission 
Chairman Donald C. Cook announced 
new rules to “permit, and in fact foster, 
the advertisement by newspaper, postal 
card or other medium, of a brief iden- 
tifying statement giving certain limited 
information” on newly-issued securities, 

Cook’s action, called “a step of major 
importance,” will end a 19-year era in 
which underwriters were prohibited 
from advertising a new stock or bond 
prior to SEC registration, and then only 
by a curt announcement, whose stark 
simplicity earned them the nickname 
“tombstone ads.” (One such ad appears 
on this page). Under the commission’ 
newest ruling, effective October 27, 
underwriters, issuers or dealers plan- 
ning to take part in an offering may 
announce their wares while waiting fu 
a registration statement to take effect 
or after it is in force. Future ads may 
contain a “tear-off” blank to be used by 
investors to request a “red-herring’ 
prospectus. ° 


Without altering the requirement 
that investors be provided with a pros- 
pectus before being sold a new issue, 
the rule, claims Cook, “should result in 
substantial benefits” both for buyers 
and sellers. It will give security dis- 
tributors a chance to find which of their 
customers are interested enough to 
request a prospectus. And before issues 
are placed on sale, it will give investors 
more time to decide whether an offer- 
ing is attractive or as deadly dull as 
tombstone ad. 


OIL MONEY 


OvER THE last weeks of September and 
early part of October the ticker tape 
was dominated by SOV RT and SN RT 
followed by inches of numbers. It 
vestors, traders aud underwriters were 
furiously trading in the rights to two 
mammoth offerings by big-time ail 
operators Soco: y-Vacuum and Stand: 
ard of Indiana. 


A healthy petroleum industry had 
financed most of its boeming post-Wat 
II expansion out of retained earning 
and depletion and depreciation reserves. 
But the programs of SOV and SN evel 
exceeded the bounds of prosperity. 


*Unlike the Truman species, the final 
cial community’s “red-herring” prospect | 
takes its name from the red lettering acros 
each page warning readers the secutily 
has not yet been cleared with the SEC. 
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Your KEY to | 
PERSONAL SECURITY 








Here’s Just a Glimpse of the Many 
Ways This Useful Manual Will 
Help You 


HOW TO PROTECT YOUR MONEY from the 
hazards that threaten it today. Setting up a 
financial program. Valuable self-analysis form 
to fill out. 


PLANNING YOUR SAVINGS FUND. What 
kind of bank? Yardstick for selecting it. 
How to make deposits grow. Can you obtain 
better interest rate? Personal savings guide 
form. Savings and Loan Associations. In- 
surance protection. Degree of diversification. 


BUDGETING YOUR INCOME. anwing yout 
savings. Unique table prepared by the Amer- 
ican Bankers Association . . . a general guide 
for budgeting and systematic thrift covering 
monthly incomes from $150 to $1,000; families 
of 2, .% and 4. Invaluable to every husband 
and wife. 


GETTING THE MOST OUT OF YOUR LIFE 
INSURANCE! Many people are improperly 
insured and don’t know it. Different kinds 
of policies. How to use to best advantage. 
How to fit insurance to your needs. Personal 
Guide Form summarizing principal kinds of 
life policies. Practical pointers on planning 
your insurance program. Hints to policy 
holders. Five steps will help you and your 
beneficiaries. 


ESTATE PLANNING GUIDE. Page after 
page of priceless pointers usually available 
only to the wealthy through their attorneys 
... Steps you should take NOW to protect 
your family later . . . how to save money 
through wise actions on your Estate Tax, 
Gift Tax, wording your Will—many ways to 
avoid needless taxes, dissipation of your 
estate, trouble and expense. 


SCCIAL SECURITY. What it is. Who pays 
for it. How you figure it. When benefits are 
paid. How widows and children fare. Bene- 
fits for veterans’ survivors. Claiming benefits. 
Examples of old age insurance benefits. Social 
Security tax refunds. Many other compli- 


cated points explained so everyone can un- 
derstand. 


36 THINGS TO CHECK IN BUYING REAL 
ESTATE. Look before you leap! If you’re 
buying a house, guard against these lurking 
dangers; hindrances to health and comfort. 
Save yourself serious discomfort, worry and 
money loss. This information should be worth 
many times the cost of the book to home 
secxers. 3-Page Personal Guide Form. 


HONOR ROLL OF 203 COMMON STOCKS 
that have paid cash dividends every year for 
25 to 101 years with their records . . . your 
key to wise selection. A big nugget of value 
worth more than the nominal cost of the book. 


INVESTMENT COMPANIES—THEIR TYPES 
AND USES. How to use for (1) Long-Term 
investing. (2) Capital building. How Invest- 
ment Companies operate and differ from 
Mutual Funds. 5 


WHEN TO USE MUTUAL FUNDS. Pitfalls 
to avoid. What to expect. Review of individ- 
ue Funds which have done well. Funds with 
iberal yields. How to make your selection 


3 Funds. Mutual Funds vs. Investment 
-OMmpanies. 
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Exclusive Forbes Manual Shows You 
How To 
Make Money—Save Money—Manage Money 


7 YOU planning to retire some day? Do you know what steps 
you should take right now to bring that day nearer? Do you know 
how to safeguard your plans for financial independence? 

The business and financial experts of the B. C. Forbes & Sons 
Organization, in a valuable manual— 


“PLANNING PERSONAL SECURITY” 


reveal, step-by-step, just what you must do now to provide for your 
own and your family's financial security today and in the future. 

Hundreds of money-making, money-saving suggestions on Estate 
Planning, Estate Taxes, Gift Taxes, Wills, Insurance, Savings Banks, 
Pension and Retirement Plans, Social Security, Government Bonds, 
Mutual Funds, Selected Stocks, Real Estate, Mortgages, etc., are yours 
in this amazingly helpful Manual on planning for your personal security. 

We've consulted attorneys, the U. S. Treasury, tax authorities, in- 
surance specialists, Government economists and business analysts to 
make this Manual the most comprehensive, the most authoritative 
Service of its kind. Here, for your personal use, is all the information 
in one convenient place on how to arrange your financial affairs now 
to insure your own and your family's security later. 


KEY TO FINANCIAL SECURITY 


Shows you step-by-step, exactly how to analyze your present finan- 
cial resources, budget your income against future needs, and set up a 
plan to gain specific objectives. You'll consult this Manual time and 
again over the years to come because so much of its fine material has 
enduring value. 

The best part of this Manual is that the cost is negligible when 
you consider how easily it can pay for itself through the sound advice 
of the outstanding specialists in the field of money-management. 
They tell you how to protect yourself against the many hazards that 
pas a you in building an estate today. 

Because the tremendous expense of putting this Manual together 
can be shared by thousands of astute individuals like yourself, we're 
able to offer this unique, loose-leaf Manual, "PLANNING PERSONAL 
SECURITY," for $10—or only $7.50 if you 
remit with order. 

Supply is limited. So act now and make sure 
of your copy of this valuable FORBES Manual, 
“PLANNING PERSONAL SECURITY"— it’s chock- 
full of practical pointers you should know about 


and act on right now to insure independence and 
financial security later! 








REMITTANCE WITH ORDER SAVES YOU 25%, 
Send Order at Once and Pay $7.50 Instead of $10 
B. C. FORBES AND SONS PUBLISHING CO., INC. 

80 FIFTH AVENUE, NEW YORK I], N. Y. 

Please send me the unique $10 Forbes Manual, “PLANNING PERSONAL 
SECURITY," with FREE binder, at the special remittance with order price of $7.50. 
| enclose [] Check [] Money Order (add 3% on N. Y. C. orders). If | am not 
satisfied with this Manual, | understand | may return it within 7 days for full refund. 
10-15 
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A NATIONAL 


BEST SELLER 
FOR MORE THAN 


68 WEEKS! 


Isn’t it time you read 





AROUND US 


By RACHEL L. CARSON 


AUTHOR OF 


Under the Sea-Wind 


$3.50 EACH, AT ALL BOOKSTORES 


Oxford University Press 
114 FIFTH AVENUE, NEW YORK 11 


Will you RETIRE 
YOUNG ENOUGH 
to enjoy it? 

Do you really want to work all your iife? 


You can take life easy a lot sooner than you think. If 
you know where it costs less to live, and where you can 
earn a small income from a part-time business or job, you 
can afford to retire sooner, even now perhaps. 

One of the best features of “‘Where to Retire on a 
Small Income’’ is that every town, city, or region de- 
seribed was selected because it offers opportunities to 
get part-time or seasonal jobs or to open a part-time 
business. 








This book tells you where are the best places in the 
U.S. to retire. It covers Florida, California, New Eng- 
fand, the South, the Pacific Northwest, etc. It also in- 
cludes Hawaii, the American Virgin Islands and Puerto 


Rico. 
With this book, you learn: 

—where living costs, rents, and real estate are less 
(even where you can buy a farm for only $2500); 
—where you can live inexpensively on an island far from 

the world, yet close to neighbors; 
~-where you can 

can go hunting, 

a goul time; 
—where your -hobby will bring you an income; 

—-where you stand the best chance of living longer 
You'd spend months, plus hundreds of dollars if 
you searched for the hundreds of facts in this boek by 
traveling eround the country. But’ all these facts on 
little known beauty spots, America’s favorite retire- 
ment areas, and many undiscovered towrs, cities, and 
regions, are yours for just $i. 

Sooner or later—now or in years to come—you will want 
to be independent. Order today, while you think of it. 
Money back, of course, if you're not satisfied. 

“t bother writing a letter. Simply te2r out ad. print 


go fishing all year round; where you 
bouting, swimming, and always have 


name and address, and mail with $1 bill to Harian 
Publications. 9 « First Ave. Greenlawn. New York. 





If your Investments Are Important 
to You, you want investment records 
that are complete, orderly, and accurate. 


If Your Time is Important to You, 
you want records that are easy to keep 
and understandable at a glance. 


The Butler Personal Investment Record provides @ 
Permanent history of transactions and income in each 
security. Tax information is always ready for use 
without additional paper-work. Ten sheets (double 
8% 311 size), only $1.00 postpaid. 


BUTLER BUSINESS FORMS C2. 
3561 North Teutonia Avenue, Milwaukee 6. Wisconsin 
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SOV’s sale is the heaviest equity fi- 
nancing for an oil since the Street 
underwrote Gulf’s $113 million issue in 
1948. The biggest chunk (63%) of 
SOV’s 1-for-10 $98.6 million stock of- 
fering will power compan 
SOV intensifies its crude oil uction 
program. Other outlays: 11% for re- 
finery expansion and improvement, 9% 
for marketing facilities, 4% for transpor- 
tation and 13% for foreign expansion in 
the Western Hemisphere. 


Standard of Indiana turned to that 
popular hybrid, the convertible deben- 
ture, to raise its $139.6 million. The 
issue—parent SN’s first public financing 
since passage of the 1933 Securities Act 
—is the largest of its kind ever offered 
by an industrial. Most of SN’s money 
will flow from the investment to the 
Commercial bankers as the company re- 
tires $81.5 million of its outstanding 
loans. 


Of the rest, $30 million will move 
North into the Williston Basin. There 
the company plans the area’s first re- 
finery and products pipe line. The re- 
finery, already nine months in the plan- 
ning, recently had potential capacity 
doubled from 15,000 to 30,000 barrels 
a day. The jump follows crude produc- 
tion in the Basin. Amerada alone has 
$2 producers, 30 more drilling, in its 
Beaver Lodge Field in Montana. And 
North Dakota’s 7,000 barrels a day 
push the state to 19th among the 27 
producers. 


While SOV’s and SN’s flotations may 
eventually hike the per share take, pres- 
ent stockholders found little solace in 
their stocks’ actions. With 3.2 million 
new shares at $31.overhanging the mar- 
ket, SOV slid to new lows for the year. 
And while SN bonds are convertible at 
$87, at 92 after September, 1962, a 
fidgety market for oil stocks kept SN 
hovering near its low. Managing un- 
derwriter for SOV, Morgan Stanley, 
even took some expensive insurance of 
its own, made a special offering of 
350,000 shares at 334. With rights at 
% and a 50-cent concession to dealers, 
the move represented $175,000 worth 
of jitters. 


JOB AND THE FPC 


Lixe Job, Northern Natural Gas has 
seen its flocks destroyed, its family af- 
flicted. Testing NNG’s fortitude is the 
Lord of the gas transmission industry, 
the Federal Power Commission. The 
FPC reigns supreme over every activity 
of the gassers, from the building of 
lines to the fixing of rate structures. 
There is recourse to the courts, but the 
process is slow and costly; and often 
the courts only buck the case back to 
the Commission for further considera- 
tion. 
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Since their 1947 high, per-share ean.’ 
ings of NNG have been on the slidg 
On March 27, 1950, John F. Merrian, 
NNG’s black-haired 48-year-old prey, 
filed with the FPC for a $3.2 milliq 
increase. As net continued to contrag, 
he filed again in October for anothg 
$6.1 million. And with costs and tag 
still mounting, in December, 195] Me #* 
riam asked for a $10.6 million hike 
raising total requests to $19.9 milli 

Last June the FPC finally pon 
cated—but only on the first two_ 
quests.The ruling reverberated throw 
out the industry and rebounded to 
stock market. Transmission co 
stocks plummeted, all their 
glamour punctured. 


For years the accepted rate 
turn was 6% on net plant plus an 
ance for working capital. But the 
mission gave NNG $5 million, 
that 5.5% was sufficient. The new basis #. 
a “cost of money” concept. NNG’s « # 
erage cost of borrowed money is 2.59} 
and the average earnings-price al 
transmission commons is 9.25%. Wei 
ed by a 56% bond cptalatin 
44% stock, the over-all cost is 5.5% 1 
NNG. 


This concept, if followed, would» 
move all advantages of leverage wil 
out removing the risk. And it woul 
leave rates to the mercy of the stok 
market—raising prices when stocks fi 
and lowering them when stocks m 
up. In the long run, it would also ted 
to raise the price consumers pay i 
natural gas, as all-equity capitalizatios 
would be the goal of the industry. 

To add to NNG’s afflictions, the FPO 
declared that for rate making purposs, 
the company’s $42 million owned g 
reserve should be evaluated at & 
$600,000 cost. And NNG must dedica® 
its own reserves at a fraction of they 
market value before the company @ 
expand its facilities. 


Merriam’s toothy smile is somewhi 
strained, but he has faith. Now hes 
beseeching approval of a $70 milla 
expansion program. When added to# 
previous request, it would increa® 
transmission capacity by 67% from# 
daily 675 million cubic feet to 1,15. 
000,000 cubic feet. Having ales 
shown Job’s patience, NNG hopes tht 
in the end its Lord will come across t# 
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CORRECTION 


Forses’ September 1 issue errone0t 
stated (page 22) that “big chains 


lowed supermarkets pioneers like Ky’ Be 
Kullen. . . .” The line should have 1e# 
swallowed supermarkets pioneers like 
Arthur.” King Kullen is still very 1 Ne 






unswallowed, having trebled in numbet 
stores over the last 16 years. The e 
of Fores regret their error. 
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The Shield Treatment 


The wet-weather season is not far 
off, and timely word has come to us of 
Mee 2 DCW transparent, silicone-type water 
ike. repellent, suitable for all types of fabric 






































































in house and home, and conveniently 
Mpackaged in 12-ounce Aerosol Bombs 





a or self-application. Known as “Shield,” 
. e repellent is said to coat individual 
i Wsbres without filming or otherwise dete- 


jorating material, its color, size or tex- 
e. Fast-drying and applicable by 
dipping or spraying, it is said to be 
itable for water-proofing all types of 
garments, tents, car tops, shower cur- 
ains, bedding or stuffed furniture, 
Available in pint, quart, and gallon 
yuantities (Surface Protection Co., D 
6774, Euclid Ave., Cleveland 12, 
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zatiols Postamatic 

Y: (am Just off the assembly line, we are in- 
e ormed, is the 1958 Postamatic pocket 
ve postal scale. Suitable for home and 
“<< pffice use, this hand-calibrated, two- 
edical 


a. 
one | 
punce, 
Bist-c! 
wBour 
Bm ostal 


stic scale, itself only half an 
is said to measure accurately 
ss letters and air mail up to 
ounces with readings in latest 
‘ates. Equipped with clip for 






a “sy carry-all (Postamatie Co., 1549- 

ce Kip Beibeld Ave., Philadelphia 41, Pa.). 
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ike Kim Whose Is It? 

"= m News for the golfer! No need to lose 
yee Our balls in the shuffle. H If 

o ef e shuffle. Here is a go 


pall marker designed to take the guess- 





pe ctober 15, 1959 





work out of. golf-ball ownership. Con- 
structed for long service with a nickel- 
plated finish, it stamps owner’s initials 
on ball’s surface. Comes complete with 
screwdriver and ink (Camalier & Buck- 
ley, Mail Order Div., 1141 Connecticut 
Ave., Washington 6, D. C.). 


Miracle Zips 


No more traditional zipper woes, 
claims the manufacturer of Snag-Pruf, a 
new zipper with a removable slide 





fastener. Should slider become stuck 
on lining or snarled on loose threads, 
merely open jaws of fastener, detach, 
then simply snap it back in place on 
tracks. Guaranteed for (garment’s) life, 
Zips come in 80 colors (Snag-Pruf Zip- 
per Corp., 525 West 52nd St., New 
York 19, N. Y.). 


Cut-N-Saw 
Recently patented and available to 
housewives is a new carving knife, 
known as the Cut-N-Saw Server, de- 
signed to slice, carve, and serve meat 
all in one. Equipped with a hollow- 





ground, razor-sharp knife edge, a fine, 
saw-toothed bone saw, and a precision- 
fashioned fork, it eliminates need for 
shears and cleavers and other cutting. 
sawing, or serving tools. All-over 
length is 14 inches; carbonized, stain- 
less steel 9” blade and 5” wood handle 
(United States Cutlery Mfg. Co., 1236 
48th St., Brooklyn 19, N. Y.). 
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Does Your Secretary 














Write Your Letters Longhand? 


Of ‘course not. She -has a typewriter to 
save time and to work efficiently. 


And is her desk also designed to help 
save time and money? Is your accounting 
department equipped with the new style 
desks that reduce time and effort? 


Look around your office. If it isn’t as 
efficiently planned and equipped as your 
production line, you are losing money. . . 
wasting profit. 


Your Indiana Desk dealer will be glad to 
show you how to plan your office for maxi- 
mum results, and demonstrate the many new 
time and effort saving features of Indiana 
Desks. Write us, if you don’t know his name. 


e * 
tndiana LAY 2 ALE 
JASPER, INDIANA + U.S.A. 











reasons 
why I’m glad | did 
something about 


My Hearing 





‘‘Now my family feels secure! My 
boss says I’ve got twice the zip... 
my neighbor says I’m my old self 
again. Reason enough for doing 
something about my hearing!” 


Maico’s new Free BOOKLET may 
help solve your hearing problem, 
too. Ask for a copy at your local 

oe a Maico Hearing Service (offices in 
principal cities). Or mail coupon 
below today. 


MY FAMILY 





Dept. ‘2° . THE MAICO CO., INC. 
21 N. 3rd St., Minneapolis 1, Minn. 


Please send FREE BOOKLET and tell 
me how | can hear better! 
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we're “growing” more N at Dixie! 


That’s the big news at CSC—more nitrogen. A 20- product sized to your specification. CSC’s Ammoniul § mor 
million-dollar expansion program, now under way at our Nitrate will be marketed the last half of 1953. C 
Dixie Plant in Sterlington, La., calls for doubling ammonia For further information write Nitrogen Departmetl, unh 
production and for providing the fertilizer industry with Agricultural Chemicals Division, Commercial Solvents #EXC* 


four 
the 
F 


twice as much nitrogen as before. Corporation, 260 Madison Avenue, New York 16, N. ¥. 
Here, then, will be one, dependable, basic source for 
nitrogen in its three key forms—Anhydrous Ammonia, 
Nitrogen Solutions, and Ammonium Nitrate. 
Anhydrous and Solutions are now being supplied the 
trade in quantity. Ammonium Nitrate will be produced 
by the new, exclusive Stengel process developed by CSC 
Research. This-new method will enable us to supply the 
ANHYDROUS AMMONIA . NITROGEN SOLUTIONS . AMMONIUM. NITRAT 
TECHNICAL BENZENE HEXACHLORIDE + DILAN® + ETHYL FORMATE = METALDEHYDE 
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hours in manufacture) 
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FORECAST 


1949 


THE FORBES INDEX 


Solid line is computed monthly, gives equal weight to five 
factors: 


1. How much are we producing? (FRB production index) 
2. How many people are working? (BLS non-agricultural 
3 


How intensively are we working? (BLS average weekly 
4. Are people spending or saving? (FRB department store 
5. How much money is circulating? (FRB bank debts, 141 
Factors 1, 2 and 3 are adjusted for value of the dollar 
(1947-49= 100) and for seasonal variation. 


Dotted line is an 8-day estimate based on tentative figures for 
five components, all of which are subject to later revision.* 


1950 














Harry TRUMAN started his brief busi- 
ness career by becoming bankrupt. 
He ends his career in the White 
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BOctober 15, 1952 


The biggest question before the 
American people is its parlous financial 
condition, entailing astronomical taxa- 
tion. 

But President Truman’s campaigning 
deftly dodges it. 

He apparently cares not one hoot 
how deep he depresses us all in the 
treacherous mire of debt. His outra- 
geous philosophy always has been 
“Spend, spend, spend; elect, elect, 
elect.” 

He strapped upon the shoulders of 
every man, woman and child a burden 
of $415 in Federal obligations in the 
short space of last year alone. 

The U.S. is in the red immeasurably 
more than all the money in the world. 

Governmental expenditures under his 
unholy extravagance have infamously 
exceeded the total incurred from the 
founding of the nation to the advent of 


















Bthe Roosevelt-Truman regime. 





From the birth of this Republic in 








by B. C. FORBES 


Glib Harry ignores nation’s biggest issue 


1776 to 1932 our total bill was $16,- 
800,000,000, including all our wars up 
to then. 

We got along without any Federal 
income tax legislation whatever until 
1913. 

During the last fiscal year this tax 
drew blood from us to the tune of more 
than $65,000,000,000—for that twelve- 
month alone—contrasted with practi- 
cally nothing from our national incep- 
tion up to World War I. 

These are ghastly, sickening statistics. 

Yet how much have they figured in 
the present Presidential campaign? 

Harry Truman, of course, has religi- 
ously refrained from even breathing 
them. That’s more than understandable. 

But why, oh why, have the Republi- 
cans not shaken the land by thundering 
them throughout the nation? 

Is any other “issue” half as momen- 
tous, half as fate-laden? 

Does any other so direfully affect 
every last one of us, our children and 
their children? 

Can salvation be expected to come 
from Democrats? 

Nay, verily! 


JFMAMIJTAS OND 
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The word economy is not in their 
lexicon. 

Retrenchment to them would be 
tantamount to retreat, to confession 
they had gone far too far. 

Their insensate ambition, determina- 
tion is to eat more and more into the 
innards of individual freedom, to de- 
stroy the enterprise system which has 
so signally raised us to world leader- 
ship, to living conditions never before 
ever approached by any people on the 
face of the earth, to a degree of free- 
dom unexampled in all history. 

Our New Deal-Fair (?) Deal apostles 
have assiduously sought to pursue, 
blindly, the Socialistic path trodden by 
britain with catastrophic consequences. 

Their gaily irresponsible motto seems 
to have been: “Pa’s rich and Ma doesn’t 
care.” 

But you and I need to care, need to 
have a care, need to ponder profoundly 
whither we are being driven. 

America’s purse, admittedly capaci- 
ous, isn’t bottomless. 

We have already emptied it of every 
penny of cash—and have gone into hock 
to the stupendous, maybe suicidal sum 
of approximately $262,700,000,000. 

Sadly, all this does not appear to 
cause shallow-minded Harry the faint- 
est furrow on his forehead. 

But how do you, thoughtfully look- 
ing ahead, like it? 

Record your decision on November 4. 
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CANADIAN 


STOCK LETTER 


offers you this 
special report... 


%* “OIL IN WESTERN CANADA” 
plus these maps... 


%* “OIL FIELDS IN CANADA” 
%& ‘MINING AREAS IN CANADA” 


plus... 


*& 4 ISSUES 


of the weekly Stock Letter on 
Canadian Stocks, with specific 
recommendations and weekly 
250-stock price list of 
Toronto stocks 


plus special report on... 


%& “SPECIAL SITUATION STOCK” 


Report on Frobisher 


=. ADVANTAGES OF Canadian 


Stocks are: most are low-priced, 
so you can buy in 100-share lots 
.- + Markets have been more 
active—in Toronto, from 1950 
lows to 1951 highs, Oils were up 
325%, Metals up 259%, Indus- 
trials up 229%; 111 out of 

850 stocks up 200% or more! 


SEND $1 NOW for this Special 
Offer, get the next 4 issues of 
The Canadian Stock Letter with 
Specific recommendations. 


The CANADIAN STOCK 
LETTER . 710 S. Federal 
Dept. G-1g Chicago 5, Illinois 




















MUTUAL INVESTMENT FUNDS 
COhweastors MUTUAL 
procstors STOCK FUND 


Drocstovs SELECTIVE FUND 


FACE-AMOUNT 
CERTIFICATE COMPANY 


prevestors 
SYNDICATE OF AMERICA 


* 


For prospectuses of any of 
these investment companies, 
check one of the boxes below: 


DIVERSIFIED SERVICES, INC. 
Established 1894 
282 ROANOKE BUILDING, MINNEAPOLIS 2, MINNESOTA 
(0 INVESTORS MUTUAL 
C] INVESTORS STOCK FUND 
( INVESTORS SYNDICATE OF AMERICA 
CJ INVESTORS SELECTIVE FUND 
Please send ine prvuspectuses about the 


investment company or companies checked 
above. 


NAME 
ADDRESS. 
CITY. 























INVESTMENT POINTERS 





Four quality stocks 


I cive here data on several good qual- 
ity stocks which I consider excellent for 
investment at the present time: 

American Stores is one of the larger 
food chains, operating principally in 
the central eastern section of the coun- 
try. There are over 1400 “Acme” retail 
food stores in operation, of which more 
than 50% are self-service super markets. 
For years the company has been clos- 
ing smaller, less profitable outlets and 
has been expanding its larger super 
markets. An increase in over-all sales 
and earnings have proved the wisdom 
of this policy. Gross sales last year 
amounted to $521.3 million. Further 
growth is indicated, as new super 
markets are continuously being added 
to the company’s chain. 

Finances have been consistently 
strong. Book value, for example, has 
nearly doubled during the last ten years 
—from $23.72 per share to $44.12 as 
of March 29 last. Capitalization con- 
sists of $25,000,000 in long-term debt, 
and 1,301,320 shares of common stock. 

Earnings for the year ended in March 
this year declined to $3.88 a share from 
$5.47 a share the preceding year. How- 
ever, considerable improvement is indi- 
cated this year, perhaps as much as $1 
a share. The present 50¢ quarterly 
dividend would seem assured. I believe 
“Acme’s” expansion and modernization 
program will continue for some years, 
and assuming that price controls will be 
eliminated next April, I believe future 
earnings can. approach $6 a share or 
better, and that in time the dividend 
will be raised. Present price $40. 

General Foods is a very large proc- 
essor and distributor of a wide variety 
of food products. It manufactures and 
sells either directly or through its sub- 
sidiaries more than 80 items of pack- 
eged goods, most of which are na- 
tionally advertised, such as Grape Nuts, 
Post Toasties, Swan Down Flour, Pos- 
tum, Jell-O, Maxwell House and Sanka 
brands of coffee. Divisions include the 
following: Associated Products, Atlantic 
Gelatin, Birds Eye-Snider, Bireley’s 
Corn Mill, Diamond Crystal-Colonial 
Salt, Electricooker, Franklin Baker, Sea- 
foods, Maxwell House, Northland 
Dairy, Post Cereals, and Walter Baker 
Chocolate and Cocoa. Sales last year 
amounted to $632 million. Net work- 
ing capital, $161 million. The stock is 
selling around 49, where it yields 4.9% 
on a $2.40 dividend. The company’s 
business has steadily increased and this 
growth is expected to continue. 

Looking ahead to the elimination of 


40 


by JOSEPH D. GOOD 


price controls and a reduction in t 
there are excellent chances that in 
next year or two the dividend might] 
increased to around $3.50. Should 
materialize, substantially higher price 
for the stock would be logical. 

Reynolds Tobacco is one of the lead. 
ing tobacco companies. Among its prod. 
ucts are Camel cigarettes and Prince 
Albert smoking tobacco. Sales last yea 
amounted to $814 million, largest in the 
company’s history. Earnings amounted 
to $2.92 a share. The company is in 
extremely strong financial condition. 

There is a possibility that there ma 
be at least a modification of the existing 
excess profit taxes on June 30, 1953, 
and elimination of all but essential price 
controls on April 30, 1953. Were this 
to occur, it is estimated that Reynold 
would earn around $4.40 a share. This 
would permit a dividend of perhaps $i 
a share. 

The stock is now around 36. Present 
dividend is $2; the yield 5.6%. Shouli 
the dividend be later increased to $ 
the stock could very well sell close 
50. It has been in the 30s for the lat 
two years. 

Pennsylvania Power &. Light isi 
public utility engaged in the busines 
of generating, distributing and sellig 
electric power. Approximately 954 
of total 1951 operating revenues wé 
from the sale of electricity. Sales tot 
dustrial customers accounted for 363d 
the total, residential and rural 9 
commercial 19%, and other services % 

The territory in which the compalj 
operates comprises 28 counties # 
central eastern Pennsylvania, coveriif 
about 9,500 square miles, with a popt 
lation of nearly two million. 

Electric facilities are being e 
constantly, a total of $26 million beitf 
spent in 1951. The company plans 
spend $38% million this year which! 
more than it will have spent in any o# 
year in the company’s history. By t 
end of 1955, when the postwar expé 
sion program is expected to be cot 
pleted, construction expenditures 
have reached a total of about $288 a 
lion. 

Earnings have been steadily incre 
ing; for the 12 months ended in J# 
were $2.42 per share. I believe te 
trend will continue, and that ultima 
the present $1.60 annual dividend 
be increased. Now around 31, yiel 
5.1%. 


Advance release by air mail of this 16 
article will be sent to interested 
on the day of its writing. Rates on 





HOW TO STEER YOUR INVESTMENTS THROUGH CROSS CURRENTS 


OF INFLATION, DECLINING EARNINGS AND DIVIDENDS, AND 
CHANGING GOVERNMENT POLICIES IN THE YEAR AHEAD. 
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® Quality — chis stock is generally suitable for bertrer-than-medium grade portiolios. Traded on N. Y. S. E. _ se 
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| thsi the Current Price (39) Be 
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Despite the rise in gross national product, the Value Line MA 

Survey again warns that 1952 and 1953 will see a further de- 10} : 73 
cline in profits and dividends. The Great Inflation Delusion— 3 Average Price Forecast for i: 
that because the cost of living is going up, stocks must also— 7 7 12 Months to June 30,1953 dé 
will — be = to the an ; n ot ery hs A Ragen oe ae ? 73 
Value Line Ratings, the bull market o 1-52 has carrie y . a ee . B: 
the market leaders into an area of general overvaluation . . . J | reste saat Tea sea wren — 4 ast fo) 3 

may the next move is more likely to be down than up, despite Covttictent of te 87 Standard Error of Retimate: 2.0 points the Years 1954 to 
: inflation. Some high grade stocks are still undervalued but 2 ha 
ting they are few in number. ow 
953, Are you prepared now to take advantage of, as well as to 5 

. protect your capital from, conflicting cross currents? Have you 
rice placed your investments in line to take cover from declining 





earnings and dividends and benefit from the pull of value in 
undervalued securities P 





An Oil Stock Carrying the Value Line "Switch" Recommendation 
This stock (name deleted) now stands about as far above its Value Line Rating as in 


How NEVER Three Popular Misconceptions 1949, it stood below. The Value Line Recommendation which in 1949 was “Buy/Hold’’ at 


prices between 14 and 16 now changes to “Switch” at a price around 39. (The Value 


That Could Waste Your Capital Line Rating reproduced above has been greatly reduced in size.) 
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When the stock market fluctuates, to the company’s prospects, and a specific 
(1) Never invest in stocks “because there will be inflation.” buy cheap and sell dear you must know recommendation to “Switch” this stock 



















set) Inflation does not put up prices of common stocks. During 8 what cheap is and what dear is. You must from accounts seeking further appreciation. 
years of inflation in France following World War I, the franc | know value. The Value Line Ratings are 
e lat BE depreciated from 20c in gold value to 4c and cost of living | mathematically derived standards of value. With the Value Line Ratings of 561 
went up fivefold. Yet some stocks notably railroads, moved They cannot be influenced by emotionalism. leading common stocks, you could check 
sidewise; still others, notably utilities and chemicals, rose. In Headlines, panicky fear and dizzy optimism each of your stocks—see its estimated fu- 
is every case, the major trend of each stock group followed the do affect stock prices, of course, and at ture earnings and dividends—and its nor- 
’ major trend of earnings and dividends. The same experience times carry them out of line with normal mal future value as expressed in the Value 
snes could be cited’ in the U. S. between 1939 and 1950, for Climax value. This is the reason for a standard Line Rating. You would see at a glance 
selling errs Bcc pet aoe sereenate which went up, of value that cannot yield to sentiment. which stocks - an too high and which 
eynolds Tobacco, which moved sidewise. are undervalued. Continuous supervision is 
95.4 (2) Never invest in a stock because you expect it to sell Note how periods of overvaluation and rendered through weekly Ratings & Reports 
was fag (07 ten times earnings” or any other fixed number of times «ndervaluation are graphically revealed by and weekly Supplements. 
S , earnings. The price-earnings ratio varies with each stock. the Rating. You can see that at its current 
to i: Me General Electric has always sold at a higher price earnings price this stock stands farther above its CERTIFIED INVESTMENT 
36% 0 ratio than Sears, Roebuck. Furthermore, the price earnings Value Line Rating than is normal to its RESULTS 


ratio of each stock varies at different levels of earning power. long-term (20-year) experience. Precisely 































] 98 For example, U. S. Steel, earning $20 a share, was too high at such a time, rumors wax enthusiastic Because the Value Line Ratings are im- 
in 1929 at ten times earnings. Yet U. S. Steel, earning $1.00 a and come into confict with the unemotional, personal, it is to be expected they will guide 

res Th share during a 12-month period in 1934, was too low at mathematical standard of value. The Value investors faithfully during periods of under- 
mpall) thirty times earnings. Line formula that expresses the correla- valuation and overvaluation. Records of all 
: (3) Never buy amd forget about “good stocks”. Every stock tion existing for twenty years past be- Value Line recommendations, certified by 

ies B must be reviewed regularly to make sure current price is tween a particular stock’s price on the one independent Certified Public Accountants, 
. related to earning power. hand and its dividends and earnings on the support the view that the Value Line Rat- 
yvering —_ a bay a on the ney —_ yoy 9 oy — to hy cheap -— 
charts. e report that accompanies this when to se ear, an ow to know value. 

, pope : HOW TO KEEP YOUR FUNDS Rating chart gives the Value Line staff’s Prices will fluctuate, as Mr. Morgan has 
LINED UP WITH THE PULL OF VALUE advance estimates on a per share basis, of | observed. The invester who wishes to in- 

ilargel a . earnings and dividends over both the short- crease his capital will take advantage of 

" J. P. Morgan said, “The stock market will fluctuate.” Baron term (6 to 18 months) and the long-term these fluctuations, when they cause prices 
, bein _ lild said, “Buy cheap, sell dear.” Charles H. Dow said, (3 to 5 years), a report of developments to deviate unreasonably far from their nor- 
a irst of all. know value.” behind the market’s recent enthusiasm over mal value. 
hich § 

* NOW SEE CURRENT VALUE LINE RECOMMENDATIONS A SPECIAL $5 INTRODUCTORY OFFER 
any ON 561 MAJOR STOCKS PLUS 48-Page Ratings & (Available to new subscribers only). In addition to bring- 
By the Reports on Oil Stocks ing you at once, at no extra charge, the Summary of. Value 

In planning , ‘ fits Line Recommendations and the 48-page Edition of Ratings 
expat th rane Your mvestmens Program for might best be sold to conserve paper pro & Reports on Oil Stocks this offer enables you to join with 
cot e coming year, compare your selections and create cost reserves. the other leading institutional and individual subscribers 
e = the timely Value Line guide to action. Every investor should also see the 48-page benefiting from the Value Line Survey. You would receive 
res w ou will see Value Line recommendations on edition of the Value Line Ratings & Reports in the next four weeks 4 weekly editions of Ratings & 
88 mk f cll Sol major stocks supervised by this Ser- © Oil Stocks. It brings the first specific Reports—covering 180 stocks in 14 industries. Also a 
4 Vice, specific estimates of earnings, dividends  Stimates of 1952 and the first half of 1953 | Special Situations recommendation, Supervised Account Re- 
sae yields on a per share basis for 1952-53 ta 7 oo y eB gS tam port, 2 Fortnightly Letters and 4 Weekly 
and the pos qui ‘ 2 . le . 
increat . - pest excess profits tax years 1954-56. tion prospects (1954-56) of each of these Pramrements.. (Agaeal sul. S520.) 
- is oldir Rese profitable to check your stock stocks. This important 48-page issue will be 
in J *s against this Summary to see what sent to you at once at no extra charge. SEND $5 TO DEPT. FB-5 












VALUE LINE 
Investment Survey 


VALUE LINE SURVEY BUILDING 
5 East 44th St.. N. Y. 17, N. Y 
ARNOLD BERNHARD & CO., INC 


— 2g mash 195 eagles ee lanai maaan 
> Value Line Investment Survey, Dept. FB-5, 5 East 44th Street, New York 17, N. Y. 
Please enter my introductory subscription and send 
43 me all Value Line Survey Ratings & Reports, supple- Name 
ments, Special Situation recommendation, Supervised 
2 Account Report and Fortnightly Commentaries issued 
a in the next four weeks at the special rate of only $5.00 ites 23.3. BSR ST. SEER 






(annual sub. $120). Also send at no extra cost, the 
Summary of Value Line Recommendations on 561 stocks : 
and the 48-page Oil Stock Issue. City Zone State. . 
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You'll enjoy and profit from 
reading “Market Pointers,” 
a highlight report prepared 
monthly by our Research De- 


partment. Contains major 
articles; timely stock lists; 
security facts, figures and 
forecasts .. . For your copy, 
write today to Dept. FS-1. 


Members New York Stock Exchange, Other 
Principal Security & Commodity Exchanges 








WANTED—$3.50 


From man or woman who wants to learn about the 
huge OVER-THE-COUNTER SECURITIES MARKET 
where growth companies start, where Mutual Funds 
sell, For $3.50 you receive year’s subscription 
to OVER-THE-COUNTER SECURITIES REVIEW, 
monthly pocket size magazine read by thousands. 
Features include earnings, dividends and prices of 
hundreds of listed pani Also industry 
analyses, utility motes, initial public offerings, 
mutual memos, stock index, CANADIAN comment, 
free literature service, company briefs. 


FOR YEAR’S SUBSCRIPTION PLUS FREE COPY 
OF “DIVIDEND CHAMPIONS” SEND ONLY $3.50 


-— 





OVER-THE-COUNTER SECURITIES REVIEW 
Dept. T, Jenkintown, Pa. 








NO AXE TO GRIND 


Thoughtful investors, lost in a maze of inflation, 
taxation, matcrial controls and a semi-war economy, 
are turning for guidance to INVESTOR—the 
brilliant young isdependent magazine for investors. 


INVESTOR cuts through the confusion of head- 
lines, dizzy optimism and panicky fear. ‘What 
Brokers Recommend’’—not a consensus, but a re- 
port on each security, based on the mature opinion 
of the most respected professionals in Wall Street 
—helps you anticipate trends, avoid pitfalls, grasp 
opportunities. This feature alone is worth many 
times the subscription price. NO GET-RICH- 
QUICK TIPS. You can read a dozen trade letters 
a day without having half the information packed 
into a single issue of the INVESTOR. Now— 
send $2 for 6 months’ trial and see for yourself 
its importance to you during these critical times. 


INVESTOR 


Dept. FO 
150 BROADWAY, NEW YORK 38, N. Y. 














Read R. Adm. Fleming’s 


“ARE STOCKS CHEAP?” 


Are national] and international forces at work 
which may eliminate private business owner- 
ship? A terse, 2-page study that may explain 
market action—where normal surveys fail. A 
must for business, stock, and property owners. 
AIRMAIL $1 for study and LATEST market 
analysis. ACT NOW. : 


SUCCESSFUL TRADERS ANALYSIS’ 
Box 244, ESD San Diego 5, Calif. 











MARKET OUTLOOK 





Economic trends 


TEcunicaL probabilities, based on past 
performance records, justify the projec- 
tion of a market pattern calling for a 
short-term pre-election rally to be fol- 
lowed by a more important intermedi- 
ate reaction. In declining moderately 
during August-September, the market 
did exactly what was expected of it in 
a Presidential election year during 
which the trend of bank loans was up 
but the major trend of bank invest- 
ments was down. 

While waiting to see whether aver- 
age stock prices will continue to follow 
probabilities derived from historical 
precedent, it may be of interest to 
break away from technical bondage and 
do a little free-thinking about possible 
economic trends during the next four 
years. This bold venture into the un- 
known future was partially incited by a 
recent interview with Robert C. Turner, 
the latest addition to President Tru- 
man’s Council of Economic Advisers. 
In an apparent effort to eradicate an 
impression of pessimism created by 
previous comments on the approaching 
peak of defense spending, Mr. Turner 
said that he didn’t think a recession was 
inevitable and a depression of the 
1929-1933 variety, or even of the 1920- 
1922 variety, struck him as being ex- 
tremely unlikely. 

Mr. Turner’s agreement with the vir- 
tually unanimous belief that a 1929- 
1933 variety of depression is most un- 
likely, is reassuring as far as it goes. 
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old-age insurance, control of prices andithere 
wages, and regulation of the sto 
market, that it is very difficult for 
thing to crash and thus give warning 
of imminent economic troubles. 

As far as the stock market is om 
cerned, this is perfectly logical be 
there have been no speculative excess 
that must now be corrected. This does 
not mean, however, that the market wil 
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be able to stage any really important 
advance. The same regulation of ag- 
gressive professional speculative opera- 
tions that prevented the D-J industrial 
stocks from advancing to a moderate 
400 in 1950, when average earnings 
were $30.70, will tend to hold prices 
down now that earnings over a period 
of two years have receded to an esti- 
mated $22.50 for 1952. 

The economic excesses of the New 
Deal-Fair Deal cycle have been a by- 
product of the Be Kind to Labor and 
Farmers Because We Need Their Votes 
Policy. These are not the kind of eco- 
nomic excesses that can produce an un- 
expected, concentrated crash. These are 
the kind of economic excesses, however, 
that over a period of years can produce 
serious maladjustments. Such malad- 
justments will gradually choke off pros- 
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ed ® perity as a result of the inability of the 
ling ® economy as a whole to absorb the in- 
93) § creased costs resulting from these poli- 


tical policies. 
















dit § Certain industries and types of com- 
> w ® panies have already felt the depressing 
cet: effects of the combination of an impor- 
dity tant decline in demand resulting from 
hdMhigh costs. Slowly, over a period of 
weli@several years, despite the defense 
nett spending cushion, increasing costs will 


bring a new type of Smothered With 
Kindness Depression. During this period 
there should be a number of worth- 
while intermediate trading swings in 
the stock market because stock prices 
nggmere relatively very low and the impact 
of the new kind of depression should be 
very gradual, 





twill BEFORE IT’S ANY LATER 
Subscribe to 


THE GRIFFITH LETTER 


Only $100 brings you a package of back- 
ground material plus the Letter for one 
year. Our work has been helpful to 
Private and institutional investors .alike. 


B. BARRET GRIFFITH AND CO. 


Colorado Springs, Colorado 
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WE RECOMMEND PURCHASE OF 


American States 


Oil Company 


AT THE MARKET 
DATA ON REQUEST 


GREENFIELD & CO., inc. 
Member Nat'l, Asso. of Securities Dealers, Inc. 
40 Exchange Place, New York 5 
HAnover 2-9290 
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WHAT’S AHEAD For SIOCKS unper 


TRE" on “ADLAL"? 


For BABSON’S Opinion . . . get these 


3 CONFIDENTIAL STUDIES 


is) 1. Politics vs Profits 
2. Politics vs Your Program 
3. Six Months Business Outlook 


Available at cost — if you ACT NOW 


For 47 years — during Bull and Bear Markets and Election 
Years — investors across the nation and abroad (300,000 
during last 5 years) have sought Babson’s opinion on how to 
invest their money. This year the mails have been flooded 
with questions like: “What program do you recommend if 
the Democrats win?” ‘Will a Republican victory mean 
higher profits?”’ ‘“How can I hedge against further inflation?” 

The thousands of clients served annually by Babson’s 
have answers to these and other vital investment questions. 


Babson’s Pre-Election Studies 
May Bring You Profits—Help Reduce Losses 
To help you as an investor and also introduce Babson’s 


Reports we are offering at cost ($2) the 3 Confidential Studies 
below. But you must ACT NOW as supply is limited. 
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These timely and valuable Studies are the result of exhaustive 
research and analysis and combined with your own judgment may bring 
you profits — help reduce losses. Don’t miss this opportunity to be 
advised by a nationally-recognized authority. Send for these Studies 
today. Use coupon and mail with $2 which covers cost of preparation. 


ee 
MAIL TODAY WiTH | BABSON’S REPORTS, Wellesley Hills 82, Mass. 
| Dept. F-120 
$2 | Send me the 3 Studies and Bonus. I enclose $2. 
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To reach the TOPS 
FORBES is TOPS 
























CANADA----WARRANTS 


FROBISHER - CANADIAN DECALTA - EUREKA - BAILEY SELBURN 
FENIMORE IRON - ONTARIO PYRITES - BARVUE MINES 


Common stock warrants for all the above are trading on the Toronto Steck Exchange — many 
more trade in the United States. To illustrate the potential of the common stock warrants: 
Within the last decade $500 investments in each of Richfield Oil, Tri-Continental and R.K.O. 
common stock warrants (all U.S.) appreciated to $44,000, $85,000 and $104,000 respectively. 


If you are interested in capital appreciation, be sure to read 
“THE SPECULATIVE MERITS OF COMMON STOCK WARRANTS" 
by Sidney Fried 


It discusses Warrants in their different phases—explores many avenues of their profitable 
purchase and sale—describes current opportunities in Warrants. 


For your copy send $2 to the publishers, R. H. M. Associates, Dept. D, 220 Fifth Avenue, 
New York 1, N. Y., or send for free descriptive folder. 
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pt YIELD “—r" 


Our first advice is to buy this one stock because its 
yield of 7.2% is protected by 40 years of uninter- 
rupted dividends. Earnings in last seven years were 
twice the amounts paid out to stockholders. This 
company is in Commercial Banking industry and 
$3000 invested at our price will give $218.00 annual 
dividends now and into the far, far future. No other 
stock combines the yield and safetv tied to this name. 


GROWTH 


Our second advice is to buy for growth a common 
stock in the booming Fastener & Container industry. 
This common stock is quoted at 4 times its price 7 
years ago, and thrice its price in 1950. The corpora- 
tion is 3 times as great in assets as in 1945*and these 
bave grown 35% in 4 years since 1949. Sales are 20 
fold the 1936 figures and operating income 32 fold. 
It is low in brice at this time—bigh in value. 


FLASH 


Our immediate advice is to buy a third stock with 
vim and flash. It is a silk and rayon stock of such 
sound technical behavior as to warrant our rec- 
ommendation at a price we shall of course name 
for your use, and one which will be met up with 
during this month. The TILLMAN SURVEY will 
send you the exact buying prices for these three 
varied stocks upon receipt of one dollar. 
‘ou will receive 
in FE tea se 00 back of rules — 
TWO INCOMES INSTEAD OF ONE. 


TiLLMANISURVEY 


120 UNION STREET, PROVIDENCE 6, R. L 


STOP-LOSS ORDER: 
SCIENTIFIC PROTECTION 
FOR COMMODITY TRADERS 


Not only do the weekly bulletins 
and special telegrams of Commodity 
Trend Service keep you informed on 
every futures market in both the 
U. S. and Canada, each trading 
recommendation also advises the ex- 
act price at which stop-loss orders 
should be placed. Can you afford to 
be without this “Insurance Policy’? 
Send for copies of current bulle 4 
free on request. 


COMMODITY TREND. SERVICE 


30 Church Street New York 7, N. Y. 
Tel.: REctor 2-7330 
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COMMONWEALTH 


INVESTMENT COMPANY 


Prospectus describing Company and terms of offer- 
ing may be obtained from Investment Dealers or 
2500 Russ Building, San Francisco 4, California 
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Tue OnLy thing that bothers me about 
the more cautious market philosophy 
outlined in the October 1 issue is that 
too many professional acquaintances 
feel the same way. I have learned, over 
the last 30 years, to be suspicious of 
any market opinion when I have too 
much company in holding it. 

Caution prevents excesses, and aware- 
ness of investment uncertainties all 
along has been a pro-phy-lac-tic against 
a stock price debacle. Keep in mind, 
therefore, that while I am cautious at 
present so far as the investment of new 
funds is concerned, I am not advocat- 
ing any wholesale liquidation of real 
investment positions in good stocks. At 
the same time, I would like to see some 
modest cash reserves and a little more 
emphasis on “defensive” issues. 

There is a fairly impressive “supply 
area” in the D-] Industrials in the 
neighborhood of 274-282 and in the 
D-J Rails at around 100-106. My guess 
is that the Rails can go a little through 
this area but that the Industrials can’t 
for a while. I continue to think there 
may be more strength than weakness 
these next few weeks, but that the 
strength will be quite selective with 
Rails, Electronics, Aircrafts and special 
stocks in favor. After that I have a 
“blind spot,” with an inclination to 
guess considerable irregularity. Election 
results could be a passing emotional 
factor of trading importance, even 
though they may not have so much 
fundamental influence on longer term 
investment and earnings trends. 

Perhaps the most promising stock in- 
vestments over the immediate future 
are the Bank Shares. Interest rates, 
what the banks live by, have been ris- 
ing; and there is every prospect of a 
further rise before many weeks. Bank 
earnings are rising, bankers “feel good” 
and there probably will be quite an 
epidemic of dividend increases. Among 
the candidates for more liberal pay- 
ments are National City Bank, New 
York Trust, Empire Trust, Guaranty 
Trust and Irving Trust. I am not famil- 
iar with banks operating outside New 
York, but assume there will be numer- 
ous higher dividends announced by in- 
stitutions in other cities. 

As a “defensive” issue which has 
appreciation possibilities over a period, 
General Foods, selling around 49 to 
make the $2.40 dividend return 4.9%, 
appeals to me. This huge food process- 
ing and merchandising company, which 
sells something to almost every house- 








wife in America, specializes in the 
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A time for caution 


by LUCIEN O. HOOPER 
































































“easy-to-prepare” goods which app 
to the great army of gainfully employa 
housewives as well as to women 
want to “save work” or lack culin, 
talent. Earnings this year should be} 
tween $3.75 and $4 a share. In they 
dividends (paid since 1922) have ly 
liberal in relation to earnings. The « 
pany’s line embraces some 250 brande 
products. Sales last year were $632 mi 
lion against $280 million as recently 
1945. 

Another good “defensive” stock wi 
moderate appreciation possibilities j 
Western Pacific $5 preferred at arow( 
94. If things work out as expected, { 
non-convertible issue (which parti 
pates with the common after the lat 
has paid $3 a share in any one yeaj 
eventually will be called at 100, ... 
It would seem, too, that Chicago, Rot 
Island & Pacific $5 preferred, at arowl 
92, involves small risks and eventual 
should sell on a less liberal yield bat 
People are beginning to realize thi 
this stock statistically, and in ever 
other way, is a strong equity. The det 
ahead of it is small, considering th 
size of the property . . . Stand 
Gas & Electric $4 preferred at arow 
100 also seems to involve very iitt 
risk while possessing definite profit p 
sibilities. Probably by next March, th 
stock should be exchangeable for {0y 
shares of Duquesne Lighting, a publ 
utility equity of high quality whi 
should pay $1.50 or $1.60 in divident 
Just what Duquesne Lighting will # 
for remains to be seen, but its quilt 
suggests a price in the high 20s ori 
low 30s. . . . I am stil] looking for 
higher dividend on Utah Power 
Light. . . . Idaho Power at around 4 
is a candidate for a dividend increase! 
$2, perhaps followed by a stock di 
dend next year on which the $2 1 
should be maintained; it is one of 
quality utility equities. 

What about these Electronics issvé 
I think they will sell higher before O@, 
have much of a setback, and that 
represent a definite “vogue” right m 
Furthermore, I am content that ® 
electronics industry is one of the g* 
est “growth” industries of this dec 
Usually it pays to take a position 
stocks like Motorola and Sprague 
tric and maintain it through thick # 
thin, ignoring the technical setb# 
which sometimes are sharp. It is @ 
fair to warn traders, however, that , 
stocks which go up most immedi 
before a market correction often g0 
most when the correction comes. 
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inclination, therefore, is to be less bull- 
ish on the electronics issues as they rise. 
That goes for the Rails, too. 

Some of the Oils act as if the things 
people have been fearing about the 
petroleum industry already had hap- 
pened. Among those “fears” are that 
Iran eventually will come back into the 
picture, greatly increasing the world 
supply of products and thus depressing 
product prices, It is assumed that this 
would shrink the “spread” between 
product prices and crude prices from 
which some oil companies make most of 
their profits and from which all oil com- 
panies (to except the pure producers) 
profit more or less. It seems to me that 
if such a situation develops, the stock 
market will have discounted it to a con- 
siderable extent in advance. 

It looks rather late to sell investment 
oil stocks, except possibly the shares of 
companies which have a poor balance 
between production and refining ca- 
pacity. I am beginning to look with 
more favor on certain of the oils such as 
Texas Pacific Coal & Oil and Louisiana 
Oil Exploration. Among the issues I 
would avoid is Standard Oil of Ohio. I 
wonder if the recent selling in Cities 
Service (perhaps by traders who bought 
it in expectation of “quick” news about 
benefits from a deal on Iranian oil) may 
not have been overdone. The stock is 
now down 20 points from the year’s 
high. 

One can’t expect as much enthusiasm 
about the Canadian land-spread oils as 
we had last spring, partly because the 
oil situation looks less critical now so 
far as future supply is concerned. An- 
other factor in the Canadian oils is that 
the Canadian boom, so far as stocks are 
concerned, has waned after a rather 
sensational topping-out. 

Readers may think this is a strange 
column in view of the fact that August 
earnings were better than July's, that 
September’s were better than those of 
August, and that the fourth quarter 
quite universally will be better than the 
third. Business is booming, many wage 
troubles have been settled, and it now 
is pretiy well established that total div- 
idend payments this year will be a little 
ahead of 1951 in spite of generally 


4 lower earnings, The fact is that the 


market “looks ahead,” and many in- 
vestors are not too sure of the 1953 
outlook after the first quarter. 

So, for the time being, especially if 
the market goes up in coming weeks, 
I am more cautious and more defen- 
sive. I'm not bearish, so far as advis- 
ng real investors to sell is concerned; 


ut I suspect it may be unwise to reach 
atter stocks, 


Advance release by air mail of this regular 
article will be sent to interested readers 
on the day of its writing. Rates on request. 


October 15, 1952 











$200-a-Month Income 
From COMMON STOCKS 


UNITED Service Announces New 
Sound Investment Program 


He” to build an income of $200 a month through a diversi- 

fied investment in sound, dividend-paying common stocks, 
is outlined in a special Report just issued by UNITED Service. 
Stocks for this portfolio have been selected with an eye to long- 
term earnings prospects and a liberal income to keep pace with 
the rising cost of living. 


12 STOCKS YIELDING UP TO 7.7% 


This 12-Stock Portfolio includes sound issues, diversified 
over 10 basic industries, and yielding from 5.7% to 7.7%. 
These stocks have long dividend records and appear in an 
excellent position to pay liberal dividends for many years 
to come. In addition to the average income of $200 a month, 
these issues can be expected to increase in value. 


E THE YOUNG EXECUTIVE OR PROFESSIONAL | 


a sound plan is also provided for 8 pooner accumulating a retire- 


ment fund through the purchase of carefully selected Growth Stocks. 


Yours with One Months “TRIAL” 


As an introductory offer, we will send this Special Report and the $s] 
Weekly UNITED Service for one full month to new readers for only 
(No further obligation. No salesman will call.) 
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BOSTON 16, MASS, 


























WHY DO 
CONTRARY THINKERS 
MAKE MONEY? 


Humphrey B. Neill, author of “The Inside 
Story of the Stock Exchange,” will help 
you make your own important economi: 
aud business decisions by keeping you 
abreast of public opinion (so often terribly 
wrong). 


Our current 4-page Letter may help you 
avoid severe losses in the coming crucial 
period. Yours free if you write on your 
business letterhead. Or send $15 for one 
year’s subscription (26 informative four- 
page letters) and receive without addi- 
tional cost “It Pays to Be Contrary”—A 








28-page brochure that exposes the tragic 


consequences of contagious mob psychol- 
ogy in the past. Write to: 


NEILL Pte 
CONTRARY OPINION 


“Contrary analysis of economic 
trends . . . but no advice,” 


Dept. F, Saxtons River, Vermont 














POST-ELECTION 
STOCK MARKET 


Big moves in stocks always start after 
presidential elections! But people who 
guess this year will probably lose money! 


ome stocks will have a big decline in 
November and December while a 
special stocks which have been accumu- 
lated will advance. There is one group 
of stocks ready for a substantial rise! 
Why guess? For the critical period 
nhead get expert advice from one of the 
atten and most respected names in 
treet. 


— Special CRITICAL PERIOD offer — 
New subscribers only! We will $ 5 


send you the next 4 Issues ow. 
our weekly stock letters for 
GUE ie be ie ows deren edsGaigaees ces 


This offer is limited. Clip check or 
money order to ad and mail today! 


W. D. GANN Research, Inc. 


JOSEPH L. LEDERER, President 
Box 656. Scarsdale, N. ¥. — Dest, F-107 
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STOCK © 
FACTOGRAPH 


ee. 
FINANCIAL WORLD 
“Stock Factograph” 
Manual 


The 38th revised edition of this 304- 
page annual Ready Reference for Investors is a 
veritable mine of essential information to assist 
the wide-awake investor in judging the relative 
merits of 1,814 stocks. Complete index enables 
you to find in a few minutes valuable investment 
facts you want to know. Nearly 21,000 copies 
mailed to customers in past 8 weeks! 


Send $5 today for your copy. Or send 
$11 for 6-months’ trial subscription for FINAN- 
CIAL WORLD, now in its 50th Year of Service 
to Investors, and receive the newly published 
“STOCK FACTOGRAPH” MANUAL in addition 
to 26 —_ copies of FINANCIAL WORLD, 
and monthly copies of “INDEPENDENT 
APPRAISALS” with useful DATA and RATINGS 
on 1,970 listed stocks. Send check or Money Order 
—or ask us to bill you. 





























SAMPLE PAGES 
Sent Free on Request 


FINANCIAL WORLD 


50 Years of Service to Investors 
86-FB Trinity Place, New York 6, N. Y. 














Bull Market? 


On July 24 the Dow Theory indicated a 
renewal of the bull market. The majority 
of the experts are bullish. Will they be 
right or wrong? The procedure given by 
Curtiss Dahl in his book, “Consistent 
Profits in the Stock Market,” will be on 
the right side of any big price move 
whether up or down. Write for descrip- 
tive literature which gives proof. You 
will never regret it. Write Tri-State 
Offset Co., 817 Main Street, Dept. M, 








Cincinnati 2, Ohio. 
NE COUNTERTREND 
SIGNALS 


A unique and exciting way to obtain 
BUY and SELL indications in in- 
dividual Stocks — independent of 
Market Averages LEARN STOCK 
SELECTION and Commitment — 
Timing this new easy way. 

Mail this ad with name and address 


or write for special offer and free 
Chart and Signal Summary. 


M. V. WOODS, 103 22nd Avenue 
SAN FRANCISCO 21, CALIFORNIA 
Market Analysis & Research 





STOCK ANALYSIS 


by HEINZ H. BIEL 





Ir seEMs likely that the Federal Re- 
serve Board index of industrial produc- 
tion will hit a new postwar high this 
month. The index had a steep rise from 
a low of 193 in July, when the steel 
strike played havoc with the American 
economy, to 215 in August, and an esti- 
mated 223 in September, which equaled 
the previous high of April, 1951. Vir- 
tually all segments of industry and 
trade are operating in high gear; un- 
employment is all but non-existant; na- 
tional income figures will break all pre- 
vious records. 

As far as Wall Street is concerned, 
all this good news is treated as if it 
were just another of Potemkin’s fake 
villages, merely eyewash for the people 
lest they “shoot Santa Claus” on 
November 4th. The gloom in down- 
town New York is so deep that the best 
bid for a seat on the New York Stock 
Exchange dropped to $31,000 the other 
day, by far the lowest in years. 

Any stock that is not on the eligible 
list of insurance companies, investment 
trusts or other institutional investors, 
any stock that is not in vogue in the 
trading fraternity, is without friends, 
and its market performance is about as 
miserable as if the nation were on the 
brink of an economic calamity. 

Our present prosperity, or whatever 
you may call it, is not altogether 
“phony,” as some people claim, To be 
sure, it has been: stimulated “artifi- 
cially,” by armament expenditurgs, but 
until now we have paid for them pretty 
much as we went along. Maybe we as 


Business at postwar peak 


individuals are not as well off as we 
think we should be when things ar 
humming at virtual capacity. But that 
is natural. If a goodly portion of the 
country’s productive effort must be de- 
voted to defense, this portion is not 
available for the further improvement 
of our standard of living; in fact it may, 
and for many people does, lower the 
living standard, 

Those who think that a decline in 
military spending is bad for busines 
are taking a shortsighted, if not per 
verted view of the American economy, 
If, as we all hope, Government expend- 
itures can be reduced, and if that goes 
hand in hand with the tax reductions, 
I can see no reason for a_ busines 
slump. By now, everyone is squeezed 
by taxes, whether he be in the top a 
bottom tax bracket, and any tax relief 
will be translated into increased er 


penditures for the improvement of ow § 


living standards. 

For the economy as a whole it i 
quite immaterial in the long m 
whether we produce tanks or air co 
ditioners, radar equipment or TV sets, 
bombers or Florida vacations. The most 
important thing is that the greatest 
possible number of people are gainfully 


employed, and that transitions in the) 
economy proceed gradually rather than| 


abruptly. 

The investor will view the present 
stock market picture with somewhat 
mixed feelings unless he has bee 
miraculously intelligent in the selection 
of his investments. Some of his holdings 





Cities Service 

Continental Oil. . , Mae ¥ sa: 
Mid-Continental Petroleum. 
Allegheny-Ludlum Steel 

Cerro de Pasco 


Food Machinery & Chem 

Glidden Co 

Hooker Electrochemical 
oo satn wm Karidis 40% 
Parke, Davis 

National Distillers 

Masonite 

Northern Pacific 

Quaker Oats 


* Plus stock. 








Present 
Price 


93% 


Past 12 
% Decline months’ 
High from High Dividend 


120% 22.8% $5.00 
715 21.4 2.50 
81% 24.2 4.00 
52% 38.6 2.50 
58% 37.0 2.00° 
40% 31.1 1,30° 

58K OS31.4 2.004 
55% «25.2 2.00° 
42% 29.4 2.70 
56K 27.1 2.00 
48% 28.2 
69 26.0 
39% 39.6 
63% 30.3 
87k 48.6 
38% 40.6 
94% 29.0 
48 448 


1951/52 


1.30 


+ Dividend reduction expected. { Indicated present rate. 





46 





SS a ee ee, ee ee ee eee 


oOo = oft =|—hlUcrOhlhUCr — O. 


= 





BIEL 





aS We | 
IS ate 
t that 
of the 
De de- 
is not 
ement 
t may, 


er the 


ine in 
isiness 
t per- 
momy, 
xpend- 
it goes 
ctions, 
Sines 
ieezed 
top or 
« relief 
ed 


of ou & 


e it i 
g ru 
ir COM 
V sets, 
1e most 
rreatest 


1infully 


in the| 


er than | 


present 
newhat 
; beep 





















may show a substantial decline from 
earlier highs. On the other hand, if he 
has retained a buying power reserve, 
or completed a little profit taking, as 
suggested here in the August 1 issue, 
he will welcome this opportunity for 
buying good stocks at much more 
reasonable prices. 

Socony-Vacuum Oil has just been 
raising almost $100 million through the 
sale of 3,180,188 shares at $31 via 
rights to stockholders. In a generally 
sagging market for oil stocks this 
financing seems to have caused some 
indigestion which has carried the stock 
down to 33%, or more than seven points 
below the year’s high. This stock is now 
selling at only about 6.7 times esti- 
mated earnings of $5 a share for 1952, 
and the $2 dividend rate provides a full 
6% return. Socony-Vacuum which has 
not missed a dividend in 50 years, is 
one of the best buys for conservative 
investment. Get and read the pros- 
pectus. 

The accompanying table lists a num- 
ber of basically sound stocks which 
have declined very substantially from 
their 1951/52 high and may now be 
considered attractive as investments for 
appreciation. 





























ON THE BOOKSHELF 












Compensation and Incentives 
for Industrial Executives 








every board of directors is plagued by 
the problem of rewarding executive 
talent in a way which will allow a 
reasonable “take-home” pay. This 
well-charted, amply-appendixed aca- 
demic study traces creeping income 
taxes in this century, measures their 
toll on compensation and incentive. 
Aside from money, intelligent attention 
is given those intangibles which moti- 
vate men in high places to work hard. 
Having looked at the problem, the 
authors set the scene up to 1951, end 
with concrete conclusions and recom- 
mendations. One of them: reduce 
taxes (by Robert B. Fetter and Donald 
C. Johnson, Indiana University Press, 
Bloomington, Ind., $5). 














What Are We Using for Money 

Everyone in business is interested in 
money, how to make it and what it 
will buy. For such interests, this 
highly-opinionated work traces the 
elusive stuff through most of the tricks, 
trials and experiments of the past cen- 
tury. It contends, basically, that 
sovernment should leave money alone, 
that the devaluation of the ’80s was a 
vital error, The author tells why he 
t inks so, offers cures and a path on 
which to return “to that social order 







BOctober 15, 1952 


In the face of near-confiscatory taxes, | 








possibilities 
bettered the entire ’51 total. . 


three or four times its low. 


won them vast fortunes! é 


this information to our clients. 





THE SPECULATIVE OPPORTUNITY 
OF YOUR LIFETIME? 


A “Very Special Situation’?! 


“Special Situations” are over-depressed stocks with features overlooked or 
unknown for awhile by most people. For instance, Standard Gas & Elec. Pfd. 
accumulated at 75¢ to $18 by those who finally recognized a “special situation” 
went to $75. $375 could have grown to $37,500. 

Here is a “very Special Situation” . 
. . « huge backlog of orders . . . 


- military orders on the increase. 


A “PENNY” STOCK TO BUILD A FORTUNE 


This “Penny” stock has dynamic strength. 
years, its high for the year has been more than twice its low, in many cases 


This company’s products are essential to our defense effort. 
the foundation for a sound peacetime sales basis is being laid. As you can buy 
this stock today for less than $1 you could make startling profits with minimum 
risk. Similar speculations founded many of America’s greatest fortunes because 
early investors bought stocks that looked highly speculative then. Their vision 


This may well be YOUR opportunity and we’re so favorably impressed by 
this stock’s wealth-building potentials, we want to send you an exclusive report 
on this company ... give you ALL the facts so you'll see why we have flashed 


FREE with 4 weeks trial to Special Situations for only $5 


“Special Situations,” a well-established advisory service, picks out selected 
stocks that have a pattern of their own, regardless of the over-all market 
trend. Each issue includes a chart of the stock’s price pattern, financial statis- 
tics, earnings and dividends during the past decade. This is ONE time you'll 
be glad you acted promptly. Send coupon with $5 NOW. 


. » Company has fantastic growth 
six months sales have already 


In eight out of the last ten 


In addition, 








SPECIAL SITUATIONS (Published by DuVal’s Consensus) 
Dept.N-141-S, 41-43 Crescent St., Long Island City 1, N. Y. 


Send me exclusive report on “The Speculative Opportunity of Your Lifetime?” 
and 4 weeks’ trial subscription featuring a Special Situation every week. 


I enclose $5 (Air Mail $5.25). 














E TO A PROFIT 
fw VN 
mnNW EAT/ FUTURES! 


Be in the market ajl fhe time and on the right — 
side for the long movements up or down. 


ACTION LINE ADVICES thru 1949-50-51 gave 
traders an average net profit per year of 28%c 
per bushel. Send today for descriptive folder. 


J. W. GOLDSBURY CO. 


811 MARQUETTE AVENUE 
MINNEAPOLIS 2, MINNESOTA 

















THE TAYLOR 
TRADING TECHNIQUE 


By Georce D. TayLor 
Contains (3) Methods, for commodity-grain- 
stock traders. For daily active trading, with the 
only “‘Automatic Tape Reader’’—The 3-Day 
Method—and The Basic Method for Trend 
Trading in stocks, Not an advisory service 
or charting system. 
Send for a descriptive folder. 


LILLY PUBLISHING CO. 


Dept. F-2 0. Box 7265 Station G 











P. 
Los Angeles 37, Calif. 











UNDERCOVER 
BUYING-SELLING REVEALED 


Informed investors who know the value 
of accurate timing will find our service the 
key to bigger profits. 


Each week Crawley’s Analysis measures 
the buying vs. selling in 378 individual 
stocks. Undercover and underlying strength 
or weakness is graphically revealed ...a 
proven, time-tested method of determining 
what stocks to buy and sell . . . and when. 


Test our specific Buy-Sell Signals on 
your own stocks. Our trial $5 five-week 
subscription gives you the full inquiry priv- 
ileges of annual subscribers and a money- 
back guarantee. 


Fill in and mail attached coupon today! 


CRAWLEY’S INVESTMENT ANALYSIS F-123 
Security Building, Pasadena 1, California 


C) I enclose $5 for 5-week trial. 
[) Send free copy of your “Record.” 


Name 


Address 











RADIO CORPORATION 
OF AMERICA 


Dividend Notice 





The following dividends have been 
declared by the Board of Directors: 


First Preferred Stock 


8714 cents per share on the First Pre- 
ferred Stock, for the period October 1, 
1952 to December 31, 1952, payable 
January 2, 1953, to stockholders of 
tecord at the close of business De- 


cember 15, 1952. 
Common Stock 


A dividend of 50 cents per share on 
the Common Stock, payable Novem- 
ber 24, 1952, to stockholders of record 
at the close of business October 17, 


1952. 
ERNEST B. GORIN 


Vice President and Treasurer 


New York, N. Y., October 3, 1952 


——_—_—_—_—__— 








PHILADELPHIA ELECTRIC 
COMPANY 


€) No tice 


Dividends of $1.10 a share on the 

44% Preferred Stock, $1.07% a 

. share on the 4.3% Preferred Stock, 

and 95 cents a share on the 3.8% 

Preferred Stock have been declared, 

yable November 1, 1952, to stock- 

ers of record at the close of 
business on October 10, 1952, 


Checks will be mailed, 





C. WINNER, 


Treasurer 























THE GILLETTE COMPANY 


The Board of Directors has 
declared an extra dividend 
of 50 cents a share on the 
Common Stock payable Octo- 
ber 25, 1952 to stock of 
record October 1, 1952. 


A. H. STONESTREET 
Seeretary 


Boston, Mass. 
September 18, 1952 














DIVIDEND NOTICE 


The ARO EQUIPMENT CORP. 


Bryan, Ohio 


© The Board of Directors has de- 

clared a dividend of 40 cents per 

share on common stock coe oe 

November 14, 1952, 

[ARO to shareholders of 

record November 3, 

1952; also 10 per 

cent stock dividend payable Novem- 

ber 26, 1952, to shareholders of 
record November 7, 1952. 

L. L. HAWK 

Sec.-Treas. 


Sept. 26, 1952 




















COLUMBIA PICTURES 


CORPORATION 
{ The Board of Direct t 
Ye sooner tad September 30, 


1952, declared a quarterly 
dividend of $1.06% per share 
on the $4.25 Cumulative 
Preferred Stock of the com- 
pany, payable November 15, 
1952, to stockholders of rec- 
ord October 31, 1952. 
A. SCHNEIDER, 
Vice-Pres. and Treas. 




















THE COLUMBIA 
|GAS SYSTEM, INC. 


The Board of Directors has declared this day 
the following final dividend for 1952: 
Common Stock 
No. 73, 30¢ per share 
payable on November 15, 1952, to holders of 
record at close of business October 20, 1952. 


Dare Parker 
October 2, 1952 Secretary 























JOHN MORRELL & CO. 
DIVIDEND NO. 93 


A dividend of Twelve 
and One-Half Cents 
($0.125) per share on 
the capital stock of 
John Morrell & Co. 
will be paid Oct. 30, 1952, to stock- 
holders of record Oct. 10, 1952, as 
shown on the books of the Company. 


Ottumwa, lowa George A. Morrell, V. P, & Treas. 




















DIVIDEND NOTICE 


ber 15, 1952, to 
24, 1952. 








Elizabeth, N. J. 


The Directors of Daystrom, Incorporated * 
(formerly ATF Incorporated) on September 
23, 1952, declared a regular quarterly divi- 
dend of 25 cents oe share, payable Novem- * 
olders of record October 


It’s every American’s right and duty to vote—be sure you vote November 4th. 


Operating Units: 
* 









AMERICAN 
TYPE FOUNDERS 
* 
DAYSTROM 
ELECTRIC CORP. 


DAYSTROM 
FURNITURE DIVISION 


DAYSTROM 
INSTRUMENT DIVISION 











se 


the Constitution was designed to pro. 
tect.” He is anti-New Deal, anti-post- 
War II monetary schemes. Lightly in. 
dexed, the 306-page tome holds man. 
aged currency an evil to be ended (by 
Paul Bakewell, Jr., D. Van Nostrand 
Co., Inc., New York, N. Y., $4). | 


Economic Information for Employee 

Written for foremen and others ip 
abe terms, this National Foremen; 
Institute offering is a simplified stab a | 
teaching supervisors to teach what 
passes for “economic education’ 
in modern communications programs. 
Weak in covering the familiar “free 
enterprise” ground, the book blossoms 
with a readable, understandable mn. | 
down on balance sheets and income 
statements. By grouping highlight in 
formation, the work can be used to 
start local programs, will pass for a 
workable primer (by Fred Rudge, Ne- 
tional Foremen’s Institute, New Lon. 
don, Conn., $3). 


Atomic Power, An Economic 
and Social Analysis 

When the world’s first A-bomb sha’ 
tered Hiroshima, the course of war wa 
irrevocably altered. It also shifted th 
path of peace. What non-battle app: 
cations of atomic power will mean t 
backward areas and to industrial devel 
opment everywhere is explored in this 
scholarly work. No idle dreamers, the 
authors examine nuclear physical tech 


| nology, count the costs of power plants. 


The effect of an atomic revolution is 
specifically applied to the iron and) 
steel and aluminum industries. 5); 
studying historical influences on popt| 
lation shifts, the need for food supplies.) 
labor and transportation, the book 
views some possible sociological result 
of the new science (by Walter Isav 
and Vincent Whitney, The Blakisto 
Co., New York, N. Y., $4.75). 


Economic Mobilization and Stabilizatio 
Unlike run of the mill fiscal studies 
flowing from America’s ivied halls, thi 
work ends with a detailed program ft 
organizing a full-scale defense ec 
omy. To work up to it, the autho 
(one for each chapter) examine th 
objectives of war and defense contrdk 
trace the history of problems solved 4 
at least recognized in War II. In cové 
ing the ground, the experts ask if ct 
trols are really necessary, establish 
relationships among direct, indi 
price and production controls in all 
war and uneasy peace. Of special # 
terest to the economically schooled, 
whom this book is written, are sectid 
on material and labor allocation, 
financing and taxation (edited 
Lester V. Chandler and Donald ! 





Wallace, Henry Holt & Company, N 
York, N. Y., $6). . 








Go SOUTH, Young Factory! 


ES—go SOUTH and join the countless other 

“industrial youngsters” like you who are now 
thriving on a unique combination of opportunities 
and advantages. 


There’s been spectacular industrialization in 
recent years, but there’s still plenty of “growing 
room” here. For compared to other industrialized 
areas in the Nation, the South today is yet in the 
“surface-scratched only” stage of its potential 
industrial greatness. 


So, go SOUTH, young factory — where there’s 
room and reason for the “growing pains” of sound, 
substantial growth—and where your horizons will 


S O UTH E R N be bright with unlimited opportunity. 


“Look Ahead—Look South!” 


RAILWAY SYSTEM Horry 4. Wigidtey 


WASHINGTON, D. C. President 


The Southern Serves the South 
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Tomorrow today... via FWA 


Today’s down-to-earth businessman has discovered 

how convenient and timesaving it is to travel TWA. 

By using a five-mile-a-minute Constellation for all 

it's worth, he gets the head start that lets him tackle 

tomorrow’s business today. He arrives refreshed — 

approaches each meeting with plenty of pep and plen 

i to get results. And re a a i prepa platiomwealpel ert o 
work today, doesn’t that mean he can be back at his , 

desk tomorrow morning? 


ACROSS THE U.S. AND overseas... FLY z 
4 ea — TRANS WORLD AIRLINES 


&.S.A.- EUROPE -AFRICA-ASIA 


: 


a MEW YORK 
PHN ADELPHIA 


aim - 


— 








